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Cause No. 139-136

This Cause came on for hearing before the Utah Board of Oil, Gas and Mining

(the "Board") on Wednesday, September 16,2015, at 9:00 a.m., inthe classroom of the

Utah Core Research Center, Utah Geological Survey, in Salt Lake City, Utah. The

following Board members were present and participated at the hearing: Chairman

Ruland J. Gill, Jr., Susan S. Davis, Carl F. Kendell, Chris D. Hansen, and Richard K.

Borden. Board members Gordon L. Moon and Michael R. Brown were unable to attend.

The Board was represented by Michael S. Johnson, Esq., Assistant Attorney General.

Participating and testiffing on behalf of Petitioner Bill Barrett Corporation

("BBC") electronically from BBC's Denver offices (pursuant to authorization granted by



the Board in an Amended Order entered on September 14,2015) were Timothy J. Bandy

- Landman and Brent A. Murphy - Drilling Engineering Advisor. Mr. Murphy was

recognized by the Board as an expert in petroleum engineering for purposes of this

Cause. Frederick M. MacDonald, Etq., of and for MacDonald & Miller Mineral Legal

Services, PLLC, appeared in person before the Board as attorney for BBC

The Division of Oil, Gas and Mining (the "Division") did not f,rle a staff

memorandum in this Cause but participated in the hearing. John Robinson, Jr., Esq.,

Assistant Attorney General, appeared as attorney for the Division. Mr. Robinson

expressed that the Division supported the granting of BBC's Request for Agency Action

dated August 3,2015 as conformed to the testimony and evidence received at the hearing

(the "Request")

Fredric J. Donaldson, Esq., Assistant Attorney General, appeared in a limited

capacity on behalf of the Utah Department of Transportation ("UDOT") and the Utah

Division of Forestry, Fire and State Lands ("DFFSL"); specifically, to stipulate on the

record that the Agencies consent to the pooling of the UDOT/DFFSL interest and lease

retroactively to July 26,2014, being the date of f,rrst production of the hrst well on the

Drilling Unit at issue. Mr. Donaldson also stated that confirmatory documentation was

being circulated for execution and would be filed with the Board for inclusion in this

Cause file within the next few weeks.
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On August 27,2015, the Board received a Letter from Deborah Spriggs, objecting

to any compulsory pooling of her interest, which Letter is deemed part of the record for

this Cause. However, neither Ms. Spriggs nor any attorney on her behalf made an

appearance at the hearing.

No other party filed a response to BBC's Request and no other party appeared or

participated at the hearing. As a consequence of their respective failures to timely file a

response and appear at the hearing after proper notice to them, BBC made an oral motion

at the commencement of the hearing to declare all of the compulsory pooled parties (as

named below) in default pursuant to Utah Admin. Code Rules R64l-104-150 and

R64l-108-400, which the Board granted.

The Board, having considered the testimony presented and exhibits received into

evidence at the hearing, being fully advised, and for good cause, hereby makes the

following findings of fact, conclusions of law and order in this Cause.

FINDINGS OF F'ACT

1. BBC is a Delaware corporation in good standing, with its principal place of

business in Denver, Colorado. BBC is duly qualified to conduct business in the State of

Utah, and is fully and appropriately bonded with all relevant Federal and State of Utah

aJ

agencles.



2. Pursuant to its Order entered on April 16, 1975 in Cause No. 131-27 (the

*I3l-27 Order"), as modihed by the Orders entered on April 17, 1985 in Cause

No. 139-42 (the "139-42 Order") and entered on November 14, 2013 in Cause

No. 139-06 (the "139-106 Order") (the l3l-27,139-42 and 139-106 Orders collectively

hereinafter the "Applicable Orders"), the Board established the following described

Uintah County, Utah lands, designated "Special Drilling Unit #16" under the

I3l-27 Order, as a drilling unit for the production of oil, gas and associated hydrocarbons

from the Lower Green River-Wasatch formations, def,rned as

that interval below the stratigraphic equivalent of 9,600 feet depth in the
"8" Log of the Carter #2 Bluebell well located in the SW/ÀIW%, Section 3
Township I South, Range 2 West, U.S.M. (which equivalence is the depth
9,530 feet of the SP curve, Dual Induction Log, run March 15, 1968, in the
Chevron #1 Blanchard well located in the NW%SE% of said fSection 3]),
to the base of the Green River-Wasatch formations

(the "Subject Formations")

Township 2 South, Range 2F,ast, USM

Sec. 17: W%NW%

Sec.18 Lots I (32.93), 2 (33.95), 3 (35.45),
4 (3s.33), s (36.24), 6 (8.33),
7 (10.33), 8 (37.43), e (39.13),
l0 (15.32), 11 (40.58), 12 (20.81) and
13 (39.95), SEY4SW74 NZzNE%,
SE7¿NE% and Gilsonite Mining Strip
further described as: P. Dodds Lode
Mining Claim, U.S. Lot No.44
(20.58), A.C. Hatch Lode Mining
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Claim, U.S. Lot No. 45 (20.59),
Carbon No. 1 Lode Mining Claim,
U.S. Lot No. 37 (20.22) and Carbon
No. 2 Lode Mining Claim, U.S. Lot
No. 38 (t7.23) IAIII

comprising aî aggregate 704.40 acres (the "Drilling Unit"). Most recently, the Board

authorized up to four producing wells upon said drilling unit, to be drilled at the option of

the operator and with the operator's full discretion as to the development of the

hydrocarbon resources; provided that each additional well shall be no closer than

1,320 feet from an existing unit well completed in and producing from the formations,

and no closer than 660 feet from the drilling unit boundary, without an exception location

approval.

3. Oil and gas ownership within the Drilling Unit is divided into 46 different

tracts, as depicted on and described in Exhibit "D" admitted into evidence, all but one of

which are entirely owned in fee þrivately). Tract 46 (0.13 acres) is owned 50% by

UDOT, subject to State Oil, Gas and Hydrocarbon Lease SLA-731 administered by

DFFSL and under which Crescent Point Energy U.S. Corp ("Crescent Point") is the

current lessee, with the remaining 50olo owned in fee. The majority of the remaining fee

interests are under lease to BBC, Crescent Point andlor Rheage Oil, L.L.C. ("Rheage").

Nearly all of the fee leases grant to the lessee the unilateral right to pool the lease with
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other leases within the Drilling Unit and, as to those leases that do not, the written

consent of the lessor to pool has since been obtained.

4. BBC, Crescent Point and Rheage have executed, or are subject to, by virtue

of their predecessor in title's execution of, AAPL Form 610-1989 Form Joint Operating

Agreements ("JOA's"), which are standard in form with some modif,rcations standard for

Uinta Basin operations, and which all name BBC as Operator. All contain the materially

same terms.

5. In addition to leasehold working interests, BBC also owns undivided

unleased interests in several tracts. QEP Energy Company ("QEP") and Nortex

Corporation ("Nortex") also own undivided unleased interests in various tracts. Each of

these parties has executed JOA's which contain the materially same terms as those

addressed in Paragraph 4. As relating to the unleased interests, Exhibit "8" attached to

these JOA's provides the following royalties shall be payable to the following

signatories:

BBC and QEP 20%

Nortex |8 (12.s%)

6. All of the JOA's provide, among other matters, for a 100%ß00% risk

compensation award on non-consented subsequent operations, and interest chargeable at

the prime rate of J.P. Morgan Chase Bank, N.4., plus I%. As a consequence,
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86.5240070/o of the oil working interest and 86.546026% of the gas working interest

within the Drilling Unit have been voluntarily pooled by contract. The parties to these

JOA's made pafücipation elections in the drilling of the FD 5-17D-2-2,FD 7-18-2-2 and

FD 1-18D-2-2 Wells located upon (and now producing from) the Drilling Unit (the

"Subject 'We11s"), the consequences of which are governed by the respective executed

JOA.

7. Mary Ellen Slemaker Benien owns an undivided 0.5433020/o interest in oil

and gas in Tract 1 (80 acres) and an undivided 0.543428% interest in oil and gas in

Tract 2 (119.13 acres), both of which are unleased. However, her interests have not been

voluntarily pooled.

8. Servipetrol, Inc. ("Servipetrol") owns an unleased undivided 0.117524%

interest in oil and gas in Tracts 1 (80 acres) and2 (119.13 acres). However, its interests

have not been voluntarily pooled.

9. Oress Adams purports to own an unleased undivided 0.0009790/o interest,

Gwen Schock, Sandy McGibbon, Ralph McGibbon, Noreen Newsham, Helen Spring and

Roma Hawk each purport to own an unleased undivided 0.000735% interest, Carol Lynn

Knowles and Clyde Smith each purport to own an unleased undivided 0.000367%

interest, and Beverly Thubadeaq alWa Beverly Thibadeau, and Robert Dale McGibbon

each purport to own an undivided 0.000245% interest, all in oil and gas in Tracts 1
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(80 acres) and 2 (119.13 acres) and all through the Estate of Frederick M. Mueller [Sr.]

However, none of these interests have been voluntarily pooled.

10. Chevron U.S.A., Inc. ("Chevron") owns 100% of the oil and gas in Tract" 4

(92.22 acres) which is unleased. However, its interest has not been voluntarily pooled.

11. Deborah Spriggs and Mark Farnsworth each purport to own an unleased

undivided 4.166667% interest, and Constance Farnsworth purports to own an unleased

undivided 2.083333% interest, all in oil and gas in Tract 37 (0.77 acres) and all through

the Estate of Lois Farnsworth. However, none of these interests have been voluntarily

pooled. Despite diligent efforts, neither BBC nor its leasing broker, Encore Land

Services, Inc., ("Encore"), has been able to locate or contact Constance Farnsworth.

12. James Dean Crapo and Julie Crapo Cockriel each purport to own an

unleased undivided 0.992064% interest through the Estate of Leo Dean Crapo, and an

unleased undivided 0.049603% through the Estate of Marlene Crapo, all in oil and gas in

Tract 43 (37 .38 acres). However, neither of these interests has been voluntarily pooled.

13. Jayson Hatch purports to own an unleased undivided 0.75% interest in the

oil only in Tract 45 (20.68 acres) through the Estate of D.M. Hatch, alkJaDavid Milburn

Hatch. However, his interest has not been voluntarily pooled.

14. The unknown successors of Albert Thomas collectively purport to own an

unleased undivided 1J90476% interest, Robert "Bobbie" Jack Driver and the unknown
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successors of James Ray Driver (collectively as a group) each purport to own an unleased

undivided 0J14607% interest, Brenda Epstein purports to own an unleased undivided

0.055804% interest, TamaraJaneczko purports to own an unleased undivided0.037202%

interest, Marty Hugo, John R. Hugo, Kathy Baughman, Michael Driver and Paul Driver

all purport to own an unleased undivided 0.0223210/o interest, and Krysten Williams,

David E. Mahan and Mallory Joelle Vesper each purport to own an unleased undivided

0.006975% interest, all in oil and gas in Tracts 45 (20.68 acres) and 46 (0.13 acres) and

all through the Estate of Lawrence Stone, Jr. However, none of their interests have been

voluntarily pooled. BBC is aware that Albert Thomas is deceased and that Kathye L.

Miller, William Thompson, Phillip Hollenbeck and Patricia Thompson may be some of

his heirs or devisees. In addition, BBC is aware James Ray Driver is also deceased and

that Jimmy Ray Driver, alWa James Driver, may be one of his heirs or devisees. Despite

diligent efforts, neither BBC nor Encore has been able to locate or contact Kathye L.

Miller, William Thompson, Phillip Hollenbeck, Patricia Thompson, Robert "Bobbie"

Jack Driver, James Ray Driver, alWa James Driver, and Michael Driver.

15. Covey Minerals, Inc. ("Covey") purports to claim an unleased undivided

6.263048% interest in the oil and gas in Tracts 45 (20.58 acres) and 46 (0.13 acres), but

which requires a quiet title action to validate. Even as a protective measure, however, its

interests have not been voluntarily pooled
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16. As stated in Paragraph 4 above, BBC, Crescent Point and Rheage have the

majority of the fee interests in the Drilling Unit under lease. Title to some of the

underlying oil and gas in various tracts, however, remain vested in the following parties

now determined to be deceased:

Rayburne Thompson [Sr.] Harry Pulaski

Leon Lewis A.W. Dugan, alWa Al V/. Dugan

Doris Bessudo Lily Soura sky, alkl a Lilly Sourasky

Leon Sourasky R.K. Stokes, alkla
Reginal Knox Stokes

John A. Stokes, alkla
Johnie A. Stokes

Reuben W. Askanase

Ben D. Battlestein Frederick M. Mueller [Sr.]

Friedrich \M. Conrad [Sr.] Arthur W. Underwood

Scott G. Walton Joey R. Miller a/k/a
Joey Roberta Miller

David H. Clark [Sr.] Lawrence Roper

Lois Farnsworth Ethel J. Wakeman

Lawrence H. Young Charles D. Crapo

Leo Dean Crapo D.M. Hatch, alWa
David Milburn Hatch

Marlene Crapo
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Fred E. Weeks Lavina J. McCready Martin,
alW a J ean McCready Martin

Ben L. Stone Lawrence H. McCready

Floyd L. Karsten Mary E. Stone Hall

Joseph Eskelson.

BBC and Encore have conducted diligent investigation into who these parties' successors

may be, including internet searches of genealogic websites (such as FamilySearch.org,

FindaGrave.com, etc.), obtaining heirship affidavits from known relatives or friends, and

probate searches. While BBC believes it has all such successors under lease, except as

addressed inParagraphs 9, and 11 through 14 above, there are no final Utah court orders

confirming the succession through these Estates.

17. The deceased parties identif,red in Paragraphs 9, ll through 14 and 16

above are collectively hereinafter referred to as the "Decedents."

18. Commencing in November 2012, BBC, through Encore, conducted good

faith negotiations for the leasing of Mary Ellen Slemaker Benien's interest but no

response was ever received. By Letter dated February 2,2015, with confirmed receipt on

February 7,2015, BBC provided Ms. Benien with an offer to either lease or participate as

an unleased working interest owner in the FD-l-l8D-2-2 Well, with enclosed

aufhorization for expenditure ("AFE") and proposed JOA. By Letters dated July 8, 2015,

with confirmed attempted delivery and notice of availability for pick-up left on July 16,

11



2015, BBC provided Ms. Benien with similar offers to lease or participate as an unleased

working interest owner in the FD5-17D-2-2 and FD 7-18-2-2 Wells, with enclosed

respective AFE's and reference to the proposed JOA enclosed with the February 2,2015

Letter. No response has ever been received and she has not tendered her share of AFE'd

costs

19. Commencing in Jlne 2014, BBC, through Encore, conducted good faith

negotiations for the leasing or participation of Servipetrol's interest, but no mutually

acceptable terms could be reached. By Letter dated Jvne 2,2015, with confirmed receipt

on June 18, 2015, BBC provided Servipetrol with an offer to participate as an unleased

working interest owner in the FD 1-l8D-2-2 Well, with enclosed AFE and proposed

JOA. In addition, by Letters dated July l, 2015, with confirmed receipt on July 20,2015,

BBC also provided Servipetrol with an offer to participate as an unleased working

interest owner in the FD 5-17D-2-2 andFD 7-18-2-2 'Wells, with enclosed respective

AFE and reference to the proposed JOA enclosed with the June 2,2015 Letter. To date,

no response has been received and Servipetrol has not tendered its share of AFE'd costs.

20. Commencing in August 2014, BBC, through Encore, conducted good faith

negotiations for the leasing or participation of the interests of Oress Adams, Gwen

Schock, Sandy McGibbon, Ralph McGibbon, Beverly Thubadeau, alWa Beverly

Thibadeau, Robert Dale McGibbon, Noreen Newsham, Helen Spring, Roma Hawk, Carol
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Lynn Knowles and Clyde Smith, but no mutually acceptable terms could be reached. In

connection with BBC proposed wells on lands other than the Drilling Unit, Oress Adams

has replied "[a]s I have told you before, I do not want to lease or participate in any way in

the mineral interests I am supposed to have inherited from my Aunt Elsie Mueler [sic]

I want no part of it," and Roma Hawk has replied, "I am not acknowledging ownership of

this property. I do not want to be involved in anything you do with property. I do not

want any more conespondence about this property." Additionally, the latter five parties

expressly stated to Encore that they did not want to be contacted or receive any further

coriespondence again. By virtue of the following Letters, BBC provided each party with

an offer to lease or participate as an unleased working interest owner in the

FD-1-l8D-2-2 Well, with enclosed AFE and proposed JOA:

(a) Oress Adams - Letter dated February 2, 2015, with conf,rrmed
delivery on February 11,2015.

(b) Gwen Schock - Letter dated February 2, 2015, with conf,rrmed
delivery on February I1,2015.

(c) Sandy McGibbon - Letter dated February 2, 2015, for which
delivery was attempted and notice of availability for pick-up was left
on February 11,2015, but which Mr. McGibbon refused to accept.

(d) Ralph McGibbon - Letter dated February 2, 2015, with confirmed
delivery on February 17,2015.

(e) Beverly Thubadeau. a/k/a Beverly Thibadeau - Letter dated
February 2,2015, with confirmed receipt on February 20,2015.
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(Ð Robert Dale McGibbon - Letter dated February 2,2015, for which
delivery was attempted and notice of availability for pick-up was left
on February 11,2015, but which Mr. McGibbon failed to claim.

(g) Noreen Newsham - Letter dated February 2, 2015, with conf,rrmed
receipt on February 17,2015.

(h) Helen Spring - Letter dated February 2,2015, with confirmed receipt
on February 23,2015.

(i) Roma Hawk - Letter dated February 2,2015, with conf,rrmed receipt
onFebruary 1I,2015.

û) Carol Lynn Knowles - Letter dated February 2, 2015, with
confirmed receipt on February 12,2015

(k) Clyde Smith - Letter dated February 2,2015, with confirmed receipt
on February 12,2015.

In addition, by virtue of the following Letters, BBC also provided each of these parties

with the offer to lease or participate as an unleased working interest owner in the

FD 5-17D-2-2 andFD 7-18-2-2 Wells, with enclosed respective AFE's and reference to

the proposed JOA enclosed with the February 2,2015 Letters:

(a) Oress Adams - Letters dated July 1, 2015 with confirmed receipt on
July 15, 2015. On July 16,2015, Ms. Adams aff,rrmatively elected
not to lease or participate. In addition, by Letter dated July 16, 2015,
Ms. Adams reiterated that she did not acknowledge ownership
through the Estate of Elsie Mueler [sic] and that she would not
accept any further mailings from BBC.

(b) Gwen Schock - July l, 2015, with confirmed receipt on July 15,

2015.
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(c) Sand)' McGibbon - July l, 2015, for which delivery was attempted
on July 15,2015, but which Mr. McGibbon refused to accept.

(d) Ralph McGibbon - July 1,2015, with confirmed receipt on July 17

and 23, 20 I 5, respectively

(e) Beverly Thubadeau. a/k/a Beverly Thibadeau - July 1, 2015, with
confirmed receipt on July 23,2015.

(Ð Robert Dale McGibbon - July l, 2015, with confirmed attempted
delivery and notice of availability for pick-up left on July 15, 2015.

(g) Noreen Newsham - July 1,2015, with confirmed attempted delivery
and notice of availability for pick-up left on July 15, 2015.

(h) Helen Spring - July I,2015, for which delivery was attempted on
July 25,2015, but which Ms. Spring refused to accept.

(Ð Roma Hawk - July 1,2015, with confirmed receipt on July 15,2015.
In addition, by Letter dated July 25,2015, Ms. Hawk reiterated that
she did not want to lease or participate in any work BBC does on the
property.

Carol Lynn Knowles - July l, 2015, with conhrmed receipt on
July 14, 2015.

(k) Clyde Smith - July 1, 2015, with conf,rrmed attempted delivery and
notice of availability for pick-up left on July 15, 2015.

To date, no response has been received and none of the parties has tendered his/her share

of AFE'd costs.

21. By Letters dated January 9,2015, sent via e-mail, BBC offered Chevron the

opportunity to lease or sell its interest or to participate as an unleased working interest

owner in all of the Subject Wells, with enclosed AFE's. No proposed JOA was submitted
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at that time. By Letter dated June 2,2015, with confirmed receipt on June 22,2015, BBC

again offered Chevron the opportunity to participate in the FD l-I8D-2-2 Well as an

unleased working interest owner, with enclosed AFE and proposed JOA. In addition, by

Letters dated July 1, 2015, with conf,rrmed receipt on July 10,2015, BBC also offered

Chevron the opportunity to participate as an unleased working interest owner in the

FD 5-17D-2-2 andFD 7-18-2-2 Wells, with enclosed respective AFE and reference to the

proposed JOA enclosed with the June 2,2015 Letter. Although subsequent discussions

concerning sale of Chevron's interest occurred, no mutually acceptable terms could be

reached. To date, no response has been received and Chevron has not tendered its share

of AFE'd costs

22. Commencing in September 2014, BBC, through Encore, conducted good

faith negotiations for the leasing of the interests of Deborah Spriggs and Mark

Farnsworth, but no mutually acceptable terms could be reached. Ms. Spriggs expressly

stated she would not sign anything, and not to contact her again. Mr. Famsworth

indicated he would be leasing with another company. By virtue of the following Letters,

BBC provided the following with an offer to lease or participate as an unleased working

interest owner in the FD 1-l8D-2-2Well, with enclosed AFE and proposed JOA:

(a) Mark Farnsworth - Letter dated February 2, 2015, with confirmed
receipt on February I0,2015.
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(b) Constance Farnsworth - Letter dated June 2, 2015, for which
delivery was attempted and notice of availability for pick-up was left
on June 6,2015, but which Ms. Farnsworth failed to claim.

(c) Deborah Spriees - Letter dated Jtne 29, 2015, with confirmed
receipt on July 3,2015

In addition, by virtue of the following Letters, BBC also provided each of these parties

with the offer to lease or participate as an unleased working interest owner in the

FD 5-l7D-2-2 andFD 7-18-2-2 Wells, with enclosed respective AFE's and reference to

the proposed JOA enclosed with the prior Letters indicated above:

(a) Mark Farnsworth - Letters dated July I, 2015, with confirmed
receipt on July 7,2015.

(b) Constance Farnsworth - Letters dated July 1, 2015, one for which
delivery was attempted and a notice of availability for pick-up was
left on July 13, 2015 and the other for which delivery was attempted
and notice of availability for pick-up was left on July 6, 2015, but
which was returned to BBC as undeliverable.

(c) Deborah Spriggs - Letters dated July l, 2015, with confirmed
delivery on July 6 and 10,2015.

As indicated in Paragraph 11 above, Constance Farnsworth could not be located at her

last known address. To date, no responses have been received and none of the parties has

tendered his/her share of AFE'd costs.

23. Commencing in January 2013, BBC, through Encore, conducted good faith

negotiations with James Dean Crapo and Julie Crapo Cockriel for the leasing of their

interests but no mutually acceptable terms could be reached. By Letters dated February 2,
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2015, with conhrmed receipt on February 6, 2015 and February 4,2015 respectively,

BBC provided Mr. Crapo and Ms. Cockriel with the opportunity to lease or participate as

unleased working interest owners in the FD 1-l8D-2-2 WelL with enclosed AFE and

proposed JOA. In addition, by Letters dated July l, 2015, with confirmed receipt by

Mr. Crapo on July 22,2015, and with confirmed attempted delivery to Ms. Cockriel and

notice of availability for pick-up left on July 6, 2015, BBC also provided these parties

with the opportunity to lease or participate as unleased working interest owners in the

FD 5-l7D-2-2 andFD 7-18-2-2 Wells, with enclosed respective AFE's and reference to

the proposed JOA enclosed with the February 2,2015 Letters. To date, no response has

been received and neither party has tendered his/her share of AFE'd costs.

24. Commencing in March 2014, BBC, through Encore, conducted good faith

negotiations with Jayson Hatch for the leasing of his interest but no mutually acceptable

terms could be reached. By Letter dated February 2,2015, BBC provided Mr. Hatch with

an offer to lease or to participate as an unleased working interest owner in the

FD 1-18D-2-2 \Me11, with enclosed AFE and proposed JOA. Delivery was attempted on

February 4, 2015 and notice left, but he failed to claim that mailing. In addition, by

Letters dated July 1, 2015, with confirmed delivery on July 9,2015, BBC also provided

Mr. Hatch with the opportunity to lease or participate as an unleased working interest

owner in the FD 5-17D-2-2 and FD 7-18-2-2 Wells, with enclosed respective AFE and
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reference to the proposed JOA enclosed with the February 2,2015 Letter. To date, no

response has been received and Mr. Hatch has not tendered his share of AFE'd costs.

25. Commencing on or before January 2015, BBC, through Encore, contacted

Marty Hugo, John R. Hugo, Kathy Baughman, Paul Driver, Krysten Williams, David E.

Mahan, Mallory Joelle Vesper, Brenda Epstein and Tamara Janeczko but no mutually

acceptable terms could be reached. By virtue of the following Letters, BBC provided the

following parties the offer to lease andlor participate as unleased working interest owners

in the FD 1- I 8D-2-2 
.Well, 

with enclosed AFE and proposed JOA

(a) Marty Hugo - February 2, 2015, with confirmed receipt on
February 5,2015.

(b) Kathy Baughman - February 2, 2015, with confirmed receipt on
February 11,2015.

(c) Paul Driver - June 29,2015, with conhrmed receipt on July 2,2015.

(d) David E. Mahan - June 2,2015, with conf,rrmed receipt on June 8,

20t5.

(e) Brenda Epstein - June 2, 2015, with confirmed receipt on June 5,

201s.

Similarly, by virtue of the following Letters, BBC provided these same five parties the

offer to lease or participate as unleased working interest owners in the FD 5-17D-2-2 and

FD 7-18-2-2 Wells, with enclosed respective AFE's and reference to the proposed JOA's

enclosed with the above-referenced Letters:
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(a) Mart)¡ Hugo - July 1,2015, with confirmed receipt on July 6,2015.

(b) Kathy Bauehman - July 1,2015, with confirmed receipt on July 9,
2015.

(c) Paul Driver - July I,2015, with confirmed receipt on July 6, and 14,
2015, respectively.

(d) David E. Mahan - July l, 2015, with confirmed receipt on July 6,
20ts.

(e) Brenda Epstein - July 1,2015, with confirmed receipt on July 7 and
9,2015, respectively.

BBC sent similar offers for each of the Subject Wells to John Hugo, Krysten Williams,

Mallory Joelle Vesper, and Tamara Janeczko to what was thought to be their respective

most current addresses, but each was returned as undeliverable. Encore subsequently was

able to track down more current addresses and the same offers were re-sent to each of

these four parties on July 30, 2015, all with conhrmed receipt. To date, no other

responses have been received and none of the remaining parties has tendered his/her

share of AFE'd costs.

26. Commencing in April 2013, BBC, through Encore, conducted good faith

negotiations with legal counsel for Covey for the protective leasing of its interest but no

mutually acceptable terms could be reached. By Letter dated July I, 2015, with

confirmed receipt on July 6, 2015, BBC provided Covey with the offer to lease or

participate as an unleased working interest owner in each of the Subject Wells, with
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enclosed respective AFE and a proposed JOA. To date, no response has been received

and Covey has not tendered its share of AFE'd costs

27. Pursuant to the Board's Order entered August 14, 2015, a notice of the

opportunity to lease or to participate in the Subject Wells as an unleased working interest

owner, expressly directed to and naming Constance Farnsworth, Jimmy Ray Driver, alk/a

James Driver, Michael Driver, Robert "Bobbie" Jack Driver, Patricia Thompson,

Kathye L. Miller, Phillip Hollenbeck and V/illiam Thompson and otherwise directed to

any and all parties not already leased or participating in the Subject Wells and claiming

oil and gas ownership within the Drilling Unit by, through or under any of the remaining

Decedents, was published in the Vernal Express on August 11, August l8 and August 25,

2015. No responses to said published offer or any tender of the respective share of costs

were ever received.

28. Mary Ellen Slemaker Benien, Servipetrol, Oress Adams, Sandy McGibbon,

Gwen Schock, Beverly Thubadeau, alWa Beverly Thibadeau, Ralph McGibbon, Noreen

Newsham, Robert McGibbon, Roma Hawk, Helen Spring, Clyde Smith, Carol Lynn

Knowles, Chevron, Deborah Spriggs, Constance Farnsworth, Mark Farnsworth, Jayson

Hatch, James Dean Crapo, Julie Crapo Cockriel, Jimmy Ray Driver, alWa James Driver,

Robert "Bobbie" Jack Driver, Patricia Thompson, Kathye L. Miller, Phillip Hollenbeck,

tWilliam Thompson, Brenda Epstein, Tamarc Janeczko, John R. Hugo, Marty Hugo,
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Krysten Williams, Kathy Baughman, Mallory Joelle Vesper, Michael Driver, Paul

Driver, David E. Mahan and, if and only to the extent its claim to title in validated,

Covey, and all parties not leased or otherwise not participating in the Subject V/ells and

claiming title by, through or under any of the Decedents are collectively hereinafter

referred to as the "CP Parties."

29. In accordance with the Applicable Orders and its Applications for Permit to

Drill approved by the Division, BBC spud and completed the Subject Wells as follows:

Well Location Spud Date DOFP

FD 7- I 8-2-2 Sec. 18: SW7¿NE%
(1600' FNL/2250' FEL)

6120lt4 7126lt4

FD 5-t7D-2-2 SHL: Sec. l7: SW%NW%
(1550' FNL/500' FSrI-)
Prod. Top/BHL:
Sec. 17: SW74NW%
(1980'FNL/660'FWI-)

8129l14 r0lt6l14

FD 1-18D-2-2 SHL: Sec. l8: NE74NE%
(500' FNL/660' FEL):
Prod. Top/BHL:
Sec. 18:NE7¿NE%
(660' FNL/660' FEL)

6l2Ut4 t0l6lt4

All were completed as oil wells and produce from intervals within the Subject

Formations. All were deemed "economically feasible" to drill as that term is utilized in

the Applicable Orders.
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30. As evidenced by Exhibit "15)) admitted into evidence, the nearest

producing well at the time the Subject Wells were spud was over 1850 feet to the north in

adjacent Section 7. Said Well had produced for approximately 18 months but the results

were below expectations and somewhat disappointing, especially given it was completed

in both the Lower Green River and V/asatch formations, thereby increasing the risk of the

successful completion of nearby wells at the time. In addition, the complex nature of the

Lower Green River-Wasatch formations presents inherent risks. In order to drill to total

depth, with the amount of shows, sufficient mud weight is necessary for control, but an

improper weight could result in breaking down and losing returns in shallower zones,

requiring a delicate balance with associated risks. As a consequence, each of the Subject

Wells inherently carried an elevated risk of successful completion and production.

31. Given the findings outlined in Findings of Fact Nos. 18 through 27 and30

above, and based on the other evidence presented, the risks assumed by BBC and the

other participating working interest owners in the drilling of the Subject Wells justiff a

300% risk compensation award.

32. The terms and conditions of the JOA, admitted into evidence at the hearing

as BBC's Exhibit "l2" and attached hereto and by this reference incorporated herein, are

justified, fair and reasonable, materially consistent with those of the other JOA's covering

the Drilling Unit, as well as other lands within the greater Uinta Basin, and are
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appropriate to govern the relationship between BBC, as Operator, and the CP Parties, to

the extent not inconsistent with this Order.

33. The average weighted fee royalty interest in the Drilling Unit, which

accounts for the royalties under the various JOA's, is 17.40453I% for oil and

17.408689Yo for gas.

34. An interest rate charge of prime rate in effect at JP Morgan Chase Bank

plus l% is justified, fair and reasonable.

35. Estimated plugging and abandonment costs of $75,000 per well based on

100% working interest ownership are justified, fair and reasonable.

36. As of August 17,2015, the actual costs of drilling the Subject Wells were

as follows based on a l00o/o working interest and as detailed on Exhibit "l4" admitted

into evidence:

Subject Well Cost

FD 5-t7D-2-2 $2,705,2t9

FD 7-19-2-2 82,999,676

FD 1-18D-2-2 s3,142,130

Said costs are deemed justified, fair and reasonable.

37. A copy of the Request and the Board's applicable procedural rules were

mailed, postage pre-paid, certified with return receipt requested, and properly addressed,
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to those of the CP Parties with known or previously validated addresses. In addition, a

copy of the Request was mailed, postage pre-paid, to all other production interest owners

within the Drilling Unit and to the DFFSL, as a regulatory agency having jurisdiction

over oil and gas ownership in portions of the Drilling Unit. Said mailings were sent to the

parties' last address disclosed by the relevant Uintah County and Agency realty records

and BBC's internal land records.

38. Notice of the filing of the Request and of the hearing thereon was duly

published in the Salt Lake Tribune and Deseret Morning News on August 23,2015, and

in the Uintah Basin Standard and Vernal Express on August 25,2015

39. The vote of the Board members present in the hearing and participating in

this Cause was unanimous (5-0) in favor of granting the Request.

CONCLUSIONS OF'LAW

1. Due and regular notice of the time, place and purpose of the hearing was

properly given to all parties whose legally protected interests are affected by the Request

in the form and manner as required by law and the rules and regulations of the Board and

Division.

2. The Board has jurisdiction over all matters covered by the Request and all

interested parties therein, and has the power and authority to render the order herein set

forth pursuant to Utah Code Ann. $40-6-6.5.
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3. BBC has sustained its burden of proof, demonstrated good cause and

satisf,red all legal requirements for the granting of the Request as conformed to the

testimony and evidence received at the hearing.

4. Pursuant to the holding in Cowlíng v. Board of Oil, Gas and Míníng,

830 P.2d 220,226 (Utah l99l), the Applicable Orders established, upon their respective

entry, the parties' correlative rights to production from any well located on the Drilling

Unit.

5. BBC exercised good faith in attempting to solicit from all of the CP Parties

the leasing or participation of their interests in each of the Subject Wells

6. Due to their failure to timely and formally respond to the Request and to

appear at the hearing after proper notice, all of the CP Parties are declared in default

pursuant to Utah Admin. Code Rules R641-104-150 and R641-108-400.

7. The CP Parties are deemed "non-consenting owners," as that term is

defined in Utah Code Ann. $40-6-2(ll), as relating to each of the Subject V/ells, and are

properly deemed to have refused to agree to bear their respective proportionate share of

the costs of the drilling and operation of the respective Well as provided in Utah Admin.

Code Rule R649-2-9(l)
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8. BBC, as Operator on behalf of itself, Crescent Point, Rheage, QEP and

Nortex, is deemed a "consenting owner," as that term is defined in Utah Code

Ann. $40-6-2(4), as relating to each of the Subject Wells

9. The compulsory pooling of the CP Parties' interests in the Drilling Unit

retroactive to July 26, 2014, being the date of first production of the FD 7-18-2-2 Well,

the first well to produce upon the Drilling Unit, under the terms and conditions set forth

in this Order is just and reasonable, and insures all parties will receive their fair and

equitable share of production from the Subject Wells.

ORDER

Based upon the Request, testimony and evidence submitted, and the findings of

fact and conclusions of law stated above, the Board hereby orders

1. The Request as conformed to the testimony and evidence received at the

hearing in this Cause is granted.

2. The interests of all parties subject to the jurisdiction of the Board,

specifically including the CP Parties in the Drilling Unit, are pooled retroactively to

July 26,2014 (being the date of f,rrst production of the FD 7 -18-2-2 Well).

3. Operations on any portion of the Drilling Unit shall be deemed for all

purposes to be the conduct of operations upon each separately owned tract in the Drilling

Unit by the several owners.
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4. Production allocated or applicable to a separately owned tract included in

the Drilling Unit shall, when produced, be deemed for all purposes to have been produced

from that tract by a well drilled on it.

5. Each owner shall pay his allocated share of the costs incurred in drilling

and operation of the Subject Wells, including, but not limited to, the costs of drilling,

completing, equipping, producing, gathering, transporting, processing, marketing, and

storage facilities, reasonable charges for administration and supervision of operations,

and other costs customarily incurred in the industry, all to be governed in accordance

with the terms and conditions of the JOA executed with BBC or, only in the case of the

CP Parties, the JOA attached hereto to the extent not otherwise inconsistent with this

Order

6. The CP Parties are "non-consenting owners" and BBC, as Operator of the

Drilling Unit on behalf of itselt Crescent Point, Rheage, QEP, and Nortex, is a

"consenting owner" as these terms are lutilized in Utah Code Ann. $40-6-6.5, with respect

to each of the Subject Wells. Such parties shall hereinafter be referred to by utilizing such

terms with capit alization.

7 . The interests of the Non-Consenting Owners shall be deemed relinquished

to the Consenting Owner during the period of payout for the Subject ìVells, on a well by

well basis, as provided in Utah Code Ann. $40-6-6.5(8). The relinquishment does not
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constitute a defeasance of title to the interest in the mineral estate, but rather the

relinquishment of the revenue stream attributable to the Non-Consenting Owners'

allocated share during the respective period of payout after payment of the royalty

provided herein

8. Each Non-Consenting Owner shall be entitled to receive, subject to the

royalty specihed herein, the share of the production of the Subject Wells applicable to

such owner's interest in the Drilling Unit after the Consenting Owner has recovered, on a

well by well basis, the following from such Non-Consenting Owner's share of

production: (1) 100% of the Non-Consenting Owner's share of the cost of surface

equipment beyond the wellhead connections, including stock tanks, separators, treaters,

pumping equipment, and piping; (2) 100% of the Non-Consenting Owner's share of the

estimated costs of plugging and abandoning the respective Subject Well, which estimated

costs are and shall be for each well $75,000 (based on a I00Vo working interest); 100% of

the Non-Consenting Owner's share of the cost of operation of the respective Subject

.Well, 
commencing with first production and continuing until the Consenting Owner has

recovered all costs; and (4) a risk compensation award of 300% of the Non-Consenting

Owner's share of the costs of staking the location, wellsite preparation, rights-of-way,

rigging up, drilling, reworking, recompleting, deepening or plugging back, testing, and

completing, and the cost of equipment in the respective Subject Well, to and including
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the wellhead connection, as such costs are delineated in Utah Code Ann. $40-6-6.5(4Xd)

The Non-Consenting Owner's share of costs is that interest that would have been

chargeable to the Non-Consenting Owner had such owner initially agreed to pay such

owner's share of the costs of the respective Subject Well, from the commencement of

operations. In addition, a reasonable interest rate of prime in effect at JP Morgan Chase

plus 1% shall be imposed per Utah Code Ann. $40-6-6.5(4xdxiii).

9. Each unleased Non-Consenting Owner shall receive a royalty equal to the

average weighted fee landowner's royalty of 17.404531%o for oil and 17.408689Yo for

gas. V/hen calculating the division of interest for each such Non-Consenting Owner, the

average weighted fee landowner's royalty shall be proportionately reduced in the ratio

that said Non-Consenting Owner's interest bears to (l) the total interest in the tract and

(2) then further reduced in the ratio that the tract acres bear to the total acreage in the

Drilling Unit. The proportionately reduced royalty shall be paid to each unleased

Non-Consenting Owner until such time as such Non-Consenting Owner's share of costs,

the 300Yo risk compensation award, and applicable interest charges have been fully

recouped, on a well by well basis, as provided in Utah Code Ann. $40-6-6.5 and in this

Order

10. The Consenting Owner shall furnish each Non-Consenting Owner with

monthly statements speciffing:
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costs incurred;
the quantity of oil or gas produced; and
the amount of oil and gas proceeds realized from the sale of
production during the preceding month,

as relating to the Subject l[ells.

11. Upon the respective payout of each Subject Well, the Non-Consenting

Owners' relinquished interests in said Well shall automatically revert to them, and the

Non-Consenting Owners shall from that time forward own the same interest in the Well

and the production from it, and shall be liable for the further costs of operation, as if such

owners had participated in the initial drilling and completion operations.

12. Payout occurs when the Consenting Owner has recouped from the

Non-Consenting Owners the costs and expenses of drilling and completing the respective

Subject 'Well, together with the risk compensation award (non-consent penalty) and

interest, as provided for in Order No. I above.

13. In any circumstance when any Non-Consenting Owner has relinquished

such owner's share of production to the Consenting Owner or at any time fails to take

such owner's share of production in-kind, when such owner is entitled to do so, such

Non-Consenting Owner is entitled to an accounting of the oil and gas proceeds applicable

to such owner's relinquished share of production; and payment of the oil and gas

proceeds applicable to that share of production not taken in-kind, net of costs

a.

b.
c.
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14. Pursuant to Utah Admin. Code Rules R641 and Utah Code Ann. $63G-4-

204 to 208, the Board has considered and decided this matter as a formal adjudication

15. This Order is based exclusively on evidence of record in the adjudicative

proceeding or on facts ofhcially noted, and constitutes the signed written order stating the

Board's decision and the reasons for the decision, all as required by the Administrative

Procedures Act, Utah Code Ann. $63G-4-208 and Utah Administrative Code

Rule R64l-109

16.

Request Board Reconsideration: As required by Utah Code Ann. $63c-a-208(e) - (g),

the Board hereby notifies all parties in interest that they have the right to seek judicial

review of this f,rnal Board Order in this formal adjudication by filing a timely appeal with

the Utah Supreme Court within 30 days after the date that this Order issued. Utah Code

Ann. $$63G-4-401(3)(a) and 403. As an alternative to seeking immediate judicial

review, and not as a prerequisite to seeking judicial review, the Board also hereby notifies

parties that they may elect to request that the Board reconsider this Order, which

constitutes a final agency action of the Board. Utah Code Ann. $63G-4-302, entitled,

"Agency Review - Reconsideration," states:

(lXa) Within 20 days after the date that an order is issued for which review
by the agency or by a superior agency under Section 63G-4-301 is
unavailable, and if the order would otherwise constitute final agency action,
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aîy party may file a written request for reconsideration with the agency,
stating the specific grounds upon which relief is requested.
(b) Unless otherwise provided by statute, the f,rling of the request is not a
prerequisite for seeking judicial review of the order.
(2) The request for reconsideration shall be filed with the agency and one
copy shall be sent by mail to each party by the person making the request.
(3Xa) The agency head, or a person designated for that purpose, shall issue

a written order granting the request or denying the request.
(b) If the agency head or the person designated for that purpose does not
issue an order within 20 days after the filing of the request, the request for
reconsideration shall be considered to be denied.

Id. The Board also hereby notifies the parties that Utah Admin. Code Rule

R641-110-100, which is part of a group of Board rules entitled, "Rehearing and

Modification of Existing Orders," states:

Any person affected by a final order or decision of the Board may file a
petition for rehearing. Unless otherwise provided, a petition for rehearing
must be f,rled no later than the lOth day of the month following the date of
signing of the final order or decision for which the rehearing is sought. A
copy of such petition will be served on each other party to the proceeding
no later than the 15th day of the month.

Id. See Utah Admin. Code Rule R64l-l 10-200 for the required contents of a petition for

Rehearing. If there is any conflict between the deadline in Utah Code Ann. $63G-4-302

and the deadline in Utah Admin. Code Rule R64l-ll0-100 for moving to rehear this

matter, the Board hereby rules that the later of the two deadlines shall be available to any

party moving to rehear this matter. If the Board later denies a timely petition for

rehearing, the party may still seek judicial review of the Order by perfecting a timely

appeal with the Utah Supreme Court within 30 days thereafter.
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17. The Board retains continuing jurisdiction over all the parties and over the

subject matter of this cause, except to the extent said jurisdiction may be divested by the

filing of a timely appeal to seek judicial review of this order by the Utah Supreme Court.

18. For all pu{poses, the Chairman's signature on a faxed copy of this Order

shall be deemed the equivalent of a signed original

DATED this _ day of September,2Dls

STATE OF UTAH
BOARD OF OIL, GAS AND MINING

By:
Ruland J. Gill, Jr., Chairman
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A.A.P.L, ¡ORM 610 - MODEL FORM OPERATING AGREEMENT . 1989

OPERATING AGREEMENT

TTIIS AGREEMENT, enterod into by md bofwsetr ---DjlLgj.Eg$lslp-qôli=
he¡einafier. designated dd referrsd to ¿s "Operator," and the signatory paty or parties other tlru Operator, somotimcs

le¡cinaîcr refcned lo hdividually 6 "Notr-Opemtor,rr ild ællectiyely 

,i#l-O*:""*
' II,HEREAS, the partia to ilús agreemeot üe olmen of Oil md Gæ úæc mrVor Oil ild G8 l¡lcrosts in tho lmd

identified in Þúibit "4n æd the partie hcreto bave ¡scbed an agreenelt to explore md develop these Leroes æd/o¡ Oil

ald Gæ Inter€sts for the produotio¡ of Oil md Gæ to the extcnt ud æ heæiraler provided,

NOW TIIEREFORE, ít is agr€ed ß follovs:

ARTICLEI.
DEFINTTIONS

As ued in this agreemert dre followirgwords æd tem shall hav€ tl¡e mcoirgs here æcribed to theE:

Ai The tem rAFEtr shall rneu an Artlio¡ity for ExpeÃditue prepaed by a pãty to thìs agræment for the puryose of

e stimatiog the costs to be j¡cuned ir ænducthg e opeßtiot hercuder AIso sec Articlc XVLE.I' pagc 19

B. The tem "Conpletion" or "Completcrr shall near a single opcration intended to corDplcte ¿ woll æ a producer of Oil

æd Gæ i¡ one or more Zone, holudiog but Dot limitcd to, the selting of produotiorl øing, perfontirg, well stimulatioq

ædproduotionlstbg conductedin such operariofu Älso sceArticleXVLE.2r pagc 19

C. Tl¡e tem "Contsact A¡earr shall mean all offhe lmrls, Oil md Gat Lcæes and/or Oil ard Gæ lÃtercsts i¡tetded to be

developed ad opersted for OiI ud Gæ puqross uder this agreemeoL Such lmds, O¡l Ðd Gö LeðEs md Oil ud Gð
Intercsts de desoribed it Exhib¡t "¿-"

D. The teil "Diepen, shall mean a single operation vhereby a well is drilled to m objeotiyê Zone bclow the deePest

Zone in which the well væ previouly drille4 or bolow úe Deepest Zono proposed iu t¡e ðsoc¡ated A¡8, wlticheYer is thÊ

l6ser. Also sec Art¡cle XyLI3' pagc 19

E. Thc tem ilDrilling Pety" æd "Coroenting Paty" shall meil a parbr who agees'to join h æd pay its shae of the

cost ofmy operalion ooDd[cted mder üre provisions ofthis agreement.

!. The tem "Drilling Uuif' shall mcm the sea fxed for the drilling of oue well by order or rulc ofuy statc or fedo¡al

body having authority. If a Dritling Unit is not fixed by my suoh rulo or order, a Driüing Utrit shall be the'drilliag uit æ

established by thc pattm of &illiog h t¡e Contraot Area ulss 6xed by expr$s agreeDent oft¡e Drilliüg Parties.

G, ThL tem neu ihc Oil dd cæ Leæo o¡ OiI ard cæ Interest on whlch a lropossd Ìvell is to be

Located. Also scc.{rticle XVLE,4, pagc 19

, H. Tho tem "Iû¡ti¿t 
rÄ/etl" slull mou the well reqxhed to be drilled by the partiæ hereto æ provided in Artiolc VLÀ

L Tåe tem nNotr-Cosetrt lvcll" sball n€m a vcll in whích lcss lbm all pafies havo oonduoted dl operâtion al

providcd in ArticloYlBr2. I

J. Tho teG ',Non-Drillbg P4tJ" md 'Non{onsonting Paty" sball ûeaII a party $'[o elecls not to puticipatè in a

proposed operation-

K The term shall nem oil, gæ, cæinghead gæ, gro condemate, adlor ail other líquid or gaseous

hydrocâIboûs and othcr f¡ùl(etable substa[ces produced Î¡]erewith, udess e iñent to lÌmit fte inoluiveuess of t¡is tem is

speoifioally slated.

L, The tem ,'Oil æit Gæ Intcrestsl or "l¡terestsr shall nrm unleæed fee ad minc¡al ínterests h O¡l üd Gas in Eacts

of hnd lyjrlg pithi¡ fhe. ed by pa¡ties to this agrecmetrLr s specifically deslgrated on Erhibit rúÀ' uqdcr-frxtrßmrtfÊrcl[sutt¿ 
"Lcæe" æà'"Læehold" shall. mou the oil ad gæ leæes or iqterests úerein

coveriÂg lmcts oflaod lying wiihín the Contaot A¡ø wbjch uc orued by tbe pa¡ti6 to dris agreellent'

N. Tïe tem 'rPlug Sack'r sball.neu a sirglo opention tvhereby a ileeper Zonc is abmdoned h orde¡ 1o attempt a

Completion ia ashallowe¡ZoEe. Àso scc ArticlcXYf'Esr page 19

O. Ilìe t€m "Recompletiorf' or "Recon¡letei shatl urcu an operatiotr w¡ereby a Complotioû in one Zone is abmdoned

inordertoattemptaConpletioninadifferentZonevitllintfcexistingwellbore. AlsosccArt¡cleXYI'E.Qpage19

P. Tho tem nRework" shall mcæ m operalion oonduoted in the wellbore of a vell aûer it ls Complctcd to secue,

rcstore, or inprove prcduction in a Zo[o vhicll is cunentJy open to productiotr in tle wcllbo¡c. Such operatiors fuclude, but

¿re Dot lim¡ted to, well stimulation operations but excludc my routiae repair or r¡aintcnaræ work or drilling Sidçtr¿cki¡g,

Deepening Completing Recompleting, or Pluggirg Back of a rvetl.

Q. The tem "sidehackÍ slall mem-tlte di¡ectio¡al conbol md intentio¡al deviation of a wcll ton ve¡tical so æ to

ohæge the boEom hole looation u¡less dono to sÈaighten the holo or d¡iil uound juk in dta hole io ove¡one other

mochmioal difr oulti*, .Also seeArtlcleXVLÍ,.L PaEc 20

& Tle tem "Zonen s[all neæ a sbatum of earth cortahirg or tlìought to contain a comon aæmulation of Oil ud
æy othcrcomon æmulation of Oil mdGæ, AIso sccArticlcXVLE.S.-XYI,E.1! page 20 fot
otherwìse cleuly indicates, words used in tbe singulu irolude the plural, tho word npenon'' ilcludes

aah:ra[ ud artiñoial pesons, the plunl bcludes the singulr, and my g€nder i¡cludes the mæouline, femininc, ad ncuter.

AÍITICLEtr.
E)(EII}ITS

Thc followi¡g exhibits, æ fudicated below md âttÂched hereto, d6 itrcolponted în ud nrado apart hereof:

x ¿. Ellúbit "A," shall include l¡a fo[ovJiûg idomariotr:

(l) Dcscrlptiol of.lmds subjcctto this agrcemcat (
(2) Ratictions, ifmy, æ to dèpüs, foroations, or substanc*,

(3) Part¡s to agfæß€Dt with add¡esses and lelePhone.Dubers for notice purpos6,

(4) Percentages or tactional interc$s ofp4ties to dìit agrecmeDt,

(Ð Oil md Gæ Leæes æd/o¡ Oil æd Gæ Interæts subjeot to this agreemeut, Exhibit ¡À-1"

(+Bude¡s4+ffod!€€aÈ

X B. ExhjbitrrB,r'Fom of Leæe.

X C, Exhibit"gr¡AccomtÍogProcedue.

X D. Exhibit"D,rrlqrruæ.
x E. Exhibit"!,"GæBalmcingAgreement

X F, Exhibít "4i Non-Discrimiuatio¡ æd Certification ofNon-Segrcgated F¿cilities.

X G. Exhibit"G,"+*Psdæ*lrÞGæMarhctirgAgÍcenert
X lI. Other: OpcratiilqAerecmentandfinâncinsStatement
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If æy provisiou of æy exhibil exoept Exlúbits nB,tr rF¡ æd "G," is incousÈtent with ay provision coobi¡cd in

the body of tbis agroement, the proYisions inthe body of this ag¡æm:I;0$.n""".

a. o¡lândcasrrtcrcsts; 
INTERrsrs .FTARTIES

If my púy om m Oil ud Gas Intcr$t in tbe Contract AJe4 tbat l¡terest shalt be tr€ated for alt purposes of ffs
agreemeot ud düing the tem hereof as if it were covered by the fom of Oil æd Gas lease attached herclo ö Exlúbit "E},"

æd t¡e ownerthereofsballtc dccmed to ow bothroyalty hterestin suohleæo ædthe interestofth€ lossec thereudcr'

3. hterests olPardes ln Costs eDd ?roaluct¡ou:

Unlss chuged by otha provisions, all cosb ðld liabílitics i¡cwed in opcntìons uder tlris agrccmmt shall bc bome

ært paid, mil ¿ll equilment æd Daterials acquired in opcrations on the CoDtsaot A¡ea sbalt be owoed, by tho partics æ thcir

interests e€ set fo¡th iu Exlúbit "Ail fn thc' sme umer, lhe pafi* shall also om all productíon of Oil ud Gæ ftom drs

Colha0tAfca subjcct, however, to the payruent ofroyalties æd ot[er brdeu on productiotr æ d6clíbed hereaftef.

. Regadlss of niioh paty hæ co¡t¡ibutcd æy Oil üd Gæ Iææe or Oil æd Gæ llterest on which roya.lty or other

budero may be payable ild exæpt æ othcR¡se cxprcssly provided in tlús agrwmcnl each partit shall pay or deliver, or

mnse to bd paid or dclivered, all burdens otr its sfrüe of the produo[ion Êom the Cottact Arca uP tq but ñt in exccss of,

twentv Derccnt 1209loì md shall indeuit, defe¡d üid hold fbe other Pafies freo ûon my liability thæfor.

Except ð dthenvise c4rressly providerl in ûis agræmeht, if ily puty hð contibuted hcreto üy.Lcõe o¡ I¡terest whÍch is

budsncd with uy royalg, overiding royalty, production paynìe¡ìt or other buden oo productioo iq excsss of t¡e doMts

stípulated. abovg such party so budcocd shall æsue md alonc bct all such exces obligations ad shall indeuify' defend

urt hotd the other parties hereto ha¡m.lsi from uy md all clains att¡ibutable to such excss bude!. HoìvÞver, so long æ .

ihe DrilüDg Unit for the produotive Zooe(s) is identioal vith tho Contract.Are4 ãch paly sball pay or delíver, or cause to

be paid or delivered, all budcus ou produotÌon fom tbc Conhact A¡ea. duo uder the tsms of ths Oil æd Gas Løe(s)

which suoh p4ty 
, 
hæ cotrtibuted 10 tlis ag¡emretrL üd shau indenuifi, defend ud hold tlo ottrer parti* ûee ÊoE Ðy

liability therefor.

l,{o party sbsll cver be rcslonsible, ol a pricc bæis hi.gher thm the priæ received by such puty, to æy other püt/s

l6sor or roy4ty ovnEr, ud if such othcr party's lssor or roy¿lty owDer. should dmad md ¡eceive settlement on a higher

pricc bæis, the puty conhibuting the afected Lcoe shall bø the additional royalty büder atùibutable lo suchbr'gher price-

Notlrbg contained in thìs A¡ticle itr.B. shal be deemed u æsigment or cross-6sigmlcDt of itrtcrcsts oovererl hcreb!,

ært in the eveût two or moro ¡artles cortibute to this agrcemetrt jointly owcd Leæss, tho parties' udivided íntercsts in

said Leaseholds shall. be deemed iepuato leæchold hterests fo¡ the purposs offhis ¿greemeû¿

C. SubsequeÂtly Craled l[tcresh:

Ë my püty hæ oontibuted hereto ¿ L%e or Ert€rcst that is budeæd rvíth æ assignEeot of production givcn æ secuity

for tho aler tbe datc of this agræmelt, ove

pa)mc! ent of Ploductiotr or othcr burdeû ion

intercl be deemcd a "subsequently Crea if
horoto with an oveniding royalty, prcdu Íts
payabl€ out of production created prior to the date of this agreemetrL ætl sch buden is not shoM on E)úibit I'A'" suoh

burden also shall bc dæmed a Subsequently C¡eated Interest.to tle €xe¡t such budË[ caues tho burdoro on suoh larty's

Lease or Iûterest to exceed the mount stiÞulated in A¡ticle Itr,B' above'

Thc party v/hose inte¡est is ùudened vith.íre Subsequertly Created ¡:teræt (üre ''lurdened Paty") dralt æsume md

alotre bed, pay æd rliscùrge tle subsequeotly cffit€d ltrtelcst æd shall indcruifi, defend ad hold hmless the other

my liability therefor. F Paty fails exPcnses

provisiom of A¡iclc V Ie agairot t h the

enforceabls agahst thc Budened requircd

unde¡ this ageemetrt to æsign or relinquish to my other pâ¡ty, or pârties, all or a portion of its ìYorking interest ed/or the

production attibutable therelo, sairl other pdty, or paÍies, shall ¡eceive said æsigment ad/or production f¡ee ud olear of

said Subsequently Created Intcr€st, æd the Bude¡cd Paty shafl indemi$, defead ud hokl hmless said oth€r pdty' or

parties, ûom ary md all claims æd dcumds for payrnent æsertcd by owe s of the subsequeutly crcated lûter6L

ÀRTICLE IV.

TITLES

A, Titlc Dxmiration:

, fitlo eronination shall ùe mads on the Drillsito of my prcposcrl vell prior to æmencemeat of drillíng oPeÉtions ar4

if a mjoríg ìn intercst of tbe Drillìng Part¡6 so request or Ope¡ator so clects, title exanination shall be made on the.mti¡e

Drilling Unit, o¡ n:uimu mtíoipated Drillirg Uniç of thc well. Tbe opiaion vill includs the ovnerslrip of tho vorking

interesl minerals, rcyalty, ovêriding foyalg md produc(Ìon paynre0ts udef the applicable Leæes' ra:h pãty.ænhibuLÌng

Leææ md/or Oit æd Gæ ltrtsrests to be included in the D¡ilsitc or Drilling Unit, if appropriato, shall flunish to Opemtor

all abstracts (inoludi¡g fcderal leæe stâhE rcpo¡ts), titlo opiuionS, titlc papers ard cuatiys m¡terial in ils possossion free of

chuge. All such infomation uot in 'the possession of or made avafable to Operâ¡or by tbo parties, but tr€cGsa¡y for the

umination of the titJe, s[all be obtained on its sta.ff or

by outsid€ atlomays, Copies of dH by Opentor in

proouing abstcacts, fcæ paid ousido (inoludiug prolíuiuuy, suPPlcment{ shut-in ¡oyalty

opinions ard division o¡der titlo opiniots) a¡d other direct cbarges s Provided in Exhibit uCil shall be bome by the Driui¡g

Pütl6 in the proportiori that the ílterest of each Drilling Parly bcils to lbo total interest of aÍ Ðritling P¡¡ties æ such

interests appø in Exhibit nd" Operâtor shall mal(e no ohùge for seoiæs rendøed by ils staf attomeys or other penomel

in the oerfomrmæ of thc-above fuctÍons.' 
8 6gj"ry-/u!he1iÎt%t" responsible for secuiag cuative Datter and pooling mendmcÃts or ag¡eemotrts rcquired in

mmectiorr vidr Leæcs or O¡l md Gæ lDterests conlributcd by such pdty. OpeÉtor sha.ll bc rsporoi6la for tle prepration

æd recording of poolitrg designations or dsclætioni ild comluitization agesments æ well æ thc ønduct of hcuings

bcfo¡e tho secuing of spacing or aPPloPriate to

the co de¡. This shall not lrev at such. heuings'

Costs ding fees paid to outsido fore govemental

açlcies, md wlúch costs re Deoessry 4d proper for the activitiæ coÂteoplatod uder this agfeeDent, sbatl be d¡rect

chüges tothejoht accomt md shallnot be covererl bythc adninistrativeoverhcad obuges æ providedinExhibit "C.'l

_1 _
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I Operator shall Eake Do cbrgc fo¡ seryices ¡mde¡ed by ¡ts staff attoDçys or od:er pcnonucl in dre ¡erformuw of thc above

2 fDctioß.
3 ,No well shâlt bc rtillcrl on tbe Contact A¡ea untít aftef (1) the title to t¡e D¡illsite or Drilling Unil if appropriato, hæ

4 been exmi¡sd 6 abov€ proyidsd, ând (2),tho titlc hæ besn approved by thc exmining attomey or title hæ beeu acoepted by

5 all oftheD¡ilfingParties in suchvell.

6 B.LossorFa¡lurco-tTidc:
't 1. Faìluro of Titlq Should uy Oil md Gð laterest or Oil md Gæ Leæe be lost lfuough failue of tide, whioh sdls ¡n a

8 ¡educlion of futercst fiorn that sbom otr Exhibit credited with contibuting tlre affected Leæe or hterest

9 (including if applioablq a succcsor in iûterot to suol¡ púty) shall have oinety (90) days ftorn fiíal detèmrination of titls
l0 ,failuc to acquire a tr€w leöe or otber iskument curùìg tl¡e enti¡ety of lJ¡c titlo failurc, vlúch acquisition nill not bc subjcct

l1 to A¡ticle VIIÍ.E., æd failiüg to do so, llis agræmeDl neverthelæs, shall coatinuc in fo¡ce æ to all renainhg Oil Ðd Gð

12 L%s md l¡terests; ud,
i3 G) Tlìe parry credited witL æntibuting the Oil æd c6 LËso or llterest affected by thc title failue (iocluding, if
14 applicable, a succqsor it in0sEst to suoh puty) sh¿ll bru alone thc eDtirE loss ud it stall trot be cstided fo reævcç ftom

15 Ope¡ator or the othei puties Ðy deyelopment or operating oosb vhich it Eay have previouly paid or iucue4 but there

I 6 shall be no additional liability on its part to the otller partig hseto by teæon ofsuch litle failùre;

17 (b) Therc sha.ll be no ¡et¡oactiVs adjtrstmeil of expensG inomeat o¡ revenues rcceived Êom tbo operatior of ürc

18 I.cæc or l[terst which hæ failed, but the intc¡ests of thc parties æntai¡ed on Exhibit "]âLr sha.ll be rcvjsed on a æreago

,19 bæis, æ of tüc time it is detemriued ñnally that title failue hæ oocuncd, so that thc intercst of ths palty whose L%c or

20 btuest is affected by the tiüe failue will thereaûe¡ be ¡educed in the Contract Area by the uout of t¡Þ LÆæe or Iqtcrest failed;

21 (c) If the proportio[ate ínlerest of tho other partis l¡ersto in uy producing vell prey¡ously drilled on the CoÂF¿ct

22 A¡eâ is i¡crsæed by reæon of d:e title failurq the pãty \41¡o borc the costs incunad in counection uith such ì{ell attributalle

23 to tho L€ðo or Interst which hæ failed sbalt receive the procæds atfributable to the bcrede in such i¡tcrst qess costs dd
24 budeDs aft¡butable thereto) mtil it bas been Eimbutred fo¡ uuecoye¡ed costs paid by it in comectiotr with sch vell
25 attsibutabletosuchfailedlÆõÊ orúìte¡esq

26 (d) Should dy peßotr lot a party to ûús agreeoent, who is deteßi[ed to bo tlte oMer of ey Lcæo or lûtorest

27 tvhioh hæ {ailed, pay il any rnmer uy pãt of the rcst of opentioq dsvelolment or equipDent, suoh mou¡t shall be.paid

28 10 t¡e pdty or pa¡t¡es who bo¡c lhe costs Ìvhich ue so reñndcd;

29 (c) Aûy liability to accout'to a persotr lot a !üty to this agræmert for prior produotion of Oil æd Gæ whioh ùis6

30 by reæon of title failwe sball bE bome severalty by each party (iucluding a predecessor to a ouÍeÂt party) vho received

3l produotion for vhich sch aocouting is required bæed or ths uout of such productiotr received md each such puty shall

32 ssver¿lly indemiry, defcnd md hold hamlæs âll othcr partics hcreto for æy suoh liability to acaoulq

11 (f) No obuge shall be úade to thejoint accout for legal cx¡rcmes, fees o¡ saluic in com¿otion with the defeue of

34 the lÆsc or htorest clained to have faile{ but if tbe p{ty contibutirg such Leæe or Inle¡est hereto cleots to defend its tiüe

35 it sha[ bw a¡l expenses in comection t[erewith; md

36 (Ð If æy prty is gívon c¡cdit on Exhibit "A' to a I¡æo or Interest whioh is liníted solely to osnersbiþ of m

37 ¡lterest itr tbe vellborc of æy velt or wells æd ttre produotion thereÊom, such paþ's absenæ of iDter'6t in ths rtmai¡de¡

38 of úe Contract A¡a shalt te oonsidered a Failue of Title æ to suoh rcmaidng Cotrtract .Area u¡less that abseûæ of iûterest

39 ìs reflected onExhibit "A.n

40 2. Loss by Non-Payment or EÍoneos Pavment of Afiount Due: I4, tb¡ougb mist¿ke o¡ oveßi8ht, aty rcntal, shuþb weu

4L pa¡menl miaimm royaliy or royalty paymcot, or othcr payñcDt qecessary to mai¡tain all or a portion of on Oil ed Gas

42 Lß¿se or interst is not paid or is eÍoneously paid, atl æ ¿ r6ult a Leæe or l¡terest teminates, tiere slm.lt be no nonetary

43 tiability'agaifft tlre puty who failed to make süch paymeu¿ Unless the pãty who failed to naka fhe required paynelt

44 secues a trew Lede or l¡ter€st coveri¡g the smê hterst within ¡iÂety (90) days from tle discovery of Îùe failuc to make

45 prcper payuent, vhich acquisition will not be subject to Article VIII.B., the i¡tcrets of ths Pâfies reflected oD Exlúbit 'Wl

.46 shall be rsvised on a¡ acroage basis, effectíve æ of the d¿fe of terßhation of the Leæe o¡ I¡terst ínvolved, ud tho paty

47 vho fa¡led to make prcper payßent ìtill no longer be credited vith m i¡ie¡est in tho Conhact Area on accout of owuership

48 of fhe Iææe or lDterest n'hich hæ teminated. If the party who failed to make the requfued pa)ment shall not havc bcon fully

49 reimbmed, at tho tiDe of the loss, ftom tho proceeds of tìe sale of Oil ud Gæ athibutabls to the lost IÆöe o¡ Interest,

50 calculated on u aoreago bæis, for the developucot æd operating æsts prcviously paid on acæut of such Leæs or lrter6t,

51 it shall be reimbursed fo¡ msçovered actual oosts previousþ paid by it (but not for Íts sfiue of tho cost of 4y dry holc

52 previously drillcd or vetls previously abædoned) ftom so much ofthe follovÌng æ is necæsary to effect reimbusenout:

53 (a) P¡oæeds of Oil md Gæ produced prior to temri¡ation of drs Le6e or l¡ter6t, less openting crpcroæ od leæe

5+ budem ohageablo ficrcmde¡ 1o the pcrson wüo f¡iled to $ako payuetrt, prcv¡ouly accrusd to tbo crcdít of tho lost Lsasc or

55 lntgrcst, otr m aqcagË bæis, up 10 thc mout of wcqovered costs;

56 (b) Pfoceeds of Oil md Gæ, less operating expenses md leæo budens ohageable hereutrder 10 the Person who failcd

57 to nalie payo€trL up to th€ ærout of uuccove¡cd costs aûibutablc to t[at portion of Oil ild Gæ thereaftcr produced md

58 maketed (excluding produotíon fiom my wells thereaîor dritled) uhiob, h tle absenco of such Leæe or Interst termination,

59 vould be attibuhl¡le to the lost Le6e or Irtorest oÂ an aorcago bæis md whích as a rcsult of such Lcæe 0r Intcr6t

60 temination ís øcditerl to ot¡er partíes, the proæeds of said portion of ths OiI ãd Gæ to bo ænÍibutcd by the otfiei parties

6l in proponion lo their rcspeotive ínterests reflectcd on Exhibit d.{; and,

62 (c),{ny monles, up to tfie mout of wecove¡€d æsts, that may be paid by ary püty who is, or beconrs, the owneJ

63 ofth€ L€aso or I¡terest lost, for the privilege ofparticþatine h the Cotrtract Arsa or bêcomi¡g a püty to tlìis a$c6¡¡cnl

64 3. OtÍer Lossæ: Àl losses of leæes or lotaresß ootMiÉed to this âgrecteDl other thu tl¡ose set forth i¡ Afiídæ

65 IV.B.l. ud IV.B,2. alovq shall bc joiat lossq o<t shall bq bome by all parties in proportion to their interel!¡ shown on

66 Exhibit ,,À" This shall inctudo but trot be limit¿d to tbÊ loss of my Leæe or l¡torest þough failue to dovelop or bcoause

67 ç¡aress or implied coveruts have not been perfoned (other tha pcrfomänco vJhich ¡oquiræ only the payment of moûoy),

68 ed tlte loss of æy Lcæe by expiration at tl¡c cnd of its prinary tem if it js not rercued or extetrded- Thero shall bo no

69 readjushlent of interesb iu ilre rcmaitdng portion ofthe Cd¡t¡aot.A¡ea otr accout ofuyjoiÀt loss.

?O 4. Cu¡ing Title: l¡ úe eveDt of a Faitùe of Title uder ¡{¡tiole M8.1, or a loss of title under A¡ticla IV-82. abovg my

7l Lease or Interest acquircd by ily paty hereto (other thm fllo pilty whose intetct has failed or wæ lost) durirg tbe nincty

72 (90) day perÌod provided by Articlo IV.B.!. md A¡ticlo IV.B.z. abovc covcring all or a portion of tLe interost that hæ failsd

73 or vð lost shall bc offe¡ed at æst to dre p[ty rvhose ùtorst ù8 failed or vas lost, æd ths provisions of A¡tiolc VIIIB'

7+ shall not applyto such acquÍsition.
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ARTICLDV.
OPERÄTOR

A. Desigoatlon udRcsp0lsibilities of Operat0r:

Biìl Bârrctt CorDorâtiotr shall be l¡e Operator of the Contact Arc4 md s¡all corduct

rud di¡eot md have f¡ll contol of all operatiom on the Co¡hact AIea æ pemitted md requircd by, ud tvithin the línits of

this agreeroent Il its perfo-u* of sefl¡ces hereuqrle¡ for the Non-Operatoß, Operator shall bc ân independmt contractor

not subjcct to the cortol or di¡cotion of the Non4pemtors exæpt al to the tlæo of opomtion to be udertaken in æco¡dmce

with tho election grocedures contained in this agrccment Operator shall not be deemed, or hold itself out æ, lbe agent of the

Non-OpeDto(s *ith ruthority to bind thcm to my obugalioÂ or liabiJity æsumçd or ircued by Operator ¡s to @y third

pary. OpsElor sball coÂduct ils aotivitis udc! this agreemcDt æ a reæos¿ble prudent opcr¿tor, ia a good ud wo¡loalike
nmer, wilh duc diligence md dispatcl¡ i¡ accordmcc with good oilfeld prætiæ, ad in coopliæoo with applicablc law md

regulatiorL but i[ ¡o eycrt shall it havs æy liability ð OpeËtor to fle oúer parti* for losses sutaincd or liabilities incucd

exæpt such æ oay result fron gross uegligioae or villful tuisconduct

B. R6igtatio! or Rcmovd ofOpcrator etrd Sclecdotr of Succcssor:

1. Resignation or Removal of Ooerator Operator may mign at uy tino by givhg written notice úarcof to Non-Opemtos.

If Opcrator teEinat$ Íts legal exilenæ, no lolger oms d i[ter6t hereude¡ in dre Cotrhact Arc4 or is m longer capable of

serving as OpeÊtor, Operätor shall bo dæmed to havo rroÍgnert without my action by Nou-Opcrâ1o6, except tl¡e selection of a

suæessot Operator may be removed only for goorl oaue by the afEmative vote of Non-Opemtors oming a majority interest

bæcd ou ownership æ shom on remailiog afrcr cxcluding the votìng interest of Operator; sucl¡ Yote slull trot bc

deemed cffeotive tutil a witten notice hæ bee¡ delivcrcd to tho Operator by a Non-Opcrator detailhg the alleged default æd

Operator hð failed to cuc thc dcfault within t[ùty (30) days ûoar its receipt of the notice or, if thc default cotræn$ m

operationtåenbeingcorducled,ty¡úhfony€ight(48)hoursofitsreæiptoftltenotice. Forpu¡poseshereol"goodcausc"'shall

neðl not ody gross nogligence olwilli¡l úisconduct but also ths nate¡ial breaoh of of irability to De€t tho stilddds of

o¡eration contained in A¡ticlo V.d or material failue or inaùility 10 pcrfom its obligutions uder this agreemeol

Subjcct to Aticle VILD.l., such resigoation o¡ ¡smoval shall not beæorc cffcotivo mtíl 7:00 o'clock ÀM, otr tho frst

day of the cale¡da no¡lh followirg the expiration of ninety (90) days aier thc giving of notico of rcsigration by OPemtor

or aclion by tbe Noû-Opsrators to removo Opcrator, uless a succ$sor Oper¿tor has bcsn selæted ud æsmc t¡c dutiqs of

Operator at m edlier datc. Opsrator, aftcr effectivo date.of rcsigrration or rcüoval, shall be boud by thc tmls hereof as ¿

Non-Operator. A chmge of a corpoEte nuc o¡ sküchrc of Opentor or tr¿sfer of Opentor's interøt to ily singlÊ

subsidiay, pæ:rt orsuccessor ærporalion shall not be tte bæis forrcmoval ofOperaton

2. Selection of Sucæssor Ooemton Upon tbe r6¡$ation or ¡eooval of Operator uder my provision of thÌs agreemenL a

succêssor Operato¡ shall bo selected by the parlies. The suocessor Operalor shall be selected from the partìes ownitrg ar

intercst in the Conhaçt Area at lhe tims such suocessor Operator is selected, The succssor Opefator shall be selected by tle

afñmativo vote of two (2) or drore panic omiag a Eajo¡ity ínterest bæed ol ounemhip æ sho'.vn on Exhibit "Ä';
provided, however, if m Opomtor tryhich hæ been removed o¡ ìs decmed to havo resþed fails to voto or voto¡ ody to

succeed itself thc suæssor Operator shall be selected by ttrc afErnative vote of th€ puty or parties owning a najority

interet. böcd ol ownombþ æ sbom on Exhibit "1t'' remainirg after exoludiog the vol¡lg htercst of thc Olerator tlìat wâs

¡gmoved or resigD€d, The fomer Opemto¡ sball promptly dclive¡ to the successor OpeRtor all rècords æd data rclating to

the operatiom mnducted by tbo fome¡ Oper¿tor to tlle exteot such rccords md dalÂ tre trot aiready in t[e possæsion of dro

successo¡ opcratoÍ. Aly cost of obøining or oo¡ybg the fomer Opemto¡'s ¡oco¡ds md data shall bo oiagqd to tho joi¡t

accou¿

3. Effect of Bælsuptw: If Opqator bemmes insolveDt, banlsDpt of is placed in reoeivmhip, it shall bê deemed to have

rcigned without my action by Non-Operaiors, except tJro selection of a successon If a petition for ¡elief uder tho fcdcral

baÃtsuptcy laws is úled by ot agairut Opemtor, and the renoval of Operalor is prevented by the federat Þækùltcy court, all

Notr-Operators. ild Opemtor shall conprise m interim openting comrittæ to scÑc util Operator hæ elect€d to reject or

æsume ihis aþeement pursumt to tbe Baokuptcy Cod€, æd an election to reject this agreement by Operator as a debt<j¡ in

possession, or by a trusteê in bækuptcy, shal bo deemcd ¿ resignation æ Operator without æy âction by NotrOpoEtors,

exc€pt the seleotion of a suæssor. Durilg the period of limo the operatirg coruliüee contols oper¿t¡ons, all actions shall

require the approval of two (2) or more paniæ omíng a majority Íuto¡est bæed oo ounershíp æ shom on Exhibit ",{." Irl

tho çvilt tlìsF de ody tsþ (2) partiæ to this agreement, duing the pcriod of tiroe tho opcmting comittoe oonhols

operatiom, a third pariy accelable to Opeøtor, Noq-Operator md the fcde¡al banl'nptoy æurt shall be selcctcd æ a

nçmber of tüo operating oommitteo, ad all aotio¡s shall require tho ap¡roval of two (2) Ecnbcrs of tbc opemting

oomittæ wíthout ¡egard for their iDterest in the Conhact A¡e a bæed ou Exhibit 'r.d"

C. Euployes and Cotrtractorss

The Duber of employees or cotrEactoß ued by Opcntor in conduoting opetatiore hereuder, thcir selcotiol, and tho

bous of labor md the oompensation for servlces lcrfoded shall be deterfliûed by Opemtor, and all such emPloyees or

corbaotors shall be the employeß or conhætoß of Opo[ator.

D. Rights aud Dutícs of Opcrator:

1. Com¡etitive Rates md Use of Affiliates: Áll wells d¡illed ou the Contmct Area shall bo drilled on a oompetitive

æuEaot bõis at the'wual rates prevailiug irr the ua If it so desim, Opeàtor roay cmploy iS owtr tools æd equipmeot Ín

the drillilg of vells, bùt its ollügs therefor shall not exceed tbe prevailing rates in the rea æd the mte of suçl¡ chtrges

shall be agreed upol by dre patiæ in w¡iti¡g before drilling opemtioæ üe mme¡ccd, md such work shall te performed by

Operâtor udet t¡¡c smo tems æd conditions as üe customary md usu¿l i¡ the tea in @nba0ts of iadependent contraotoß

who ue dobg work of a siuilu ratue. .All work perfomod or materials supplied by aflliates or related !ãtics of Operator

sball bo perfomed or supplicd at coilpetitive ntes, pusuilt to \rdtten ag¡eemçnt, md in acco¡daræ ìtith custous ild
standads prevaililg in the indutry.

2. Disohrse ofJoínt Account Obligatíons: Exccpt æ liercin ot¡erwise specifically providc4 Opemtor shall promptly pay

æd dischage expeues incmd in dro development md opention of tho Conü'act Arca Püsuüt to tlús agreement æd shall

obuge each of tho parties hereto witb their rspective p¡oportiomtc sltaes upon t[e expense bæis provided iq Extúbit ili.r

Olerator shalt keep ü aæuate rccorú of the joint acæut hereuder, showing e4remw i¡ouned md chugæ md credits

nade md ¡eæived.

3. Proteotion fom Liens.: Operato¡ shall pai or oause to bc paid, æ and vhetr they becoDe duc ud payable, all accouts

of æDtagtoß md suppliers and uages md salaies for seryicos ¡cndc¡cd or performed, and for matcrials supplÍed on, to or in

rcspeot of the Colt-act Arca or my opentioos for the joiÀt a@ouût thereo! md shall lcccp thc Cotrfract A¡ea ûee Êom
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liøs æd cncmbroccs rosulti¡g tbereÊom exæpt for those ræulting ftom a boDa fide dispuîe as to scryices reDdeled or

oaterials supplied.

4. Custody of Funds: Opemtor shall hold for tl¡e accout of tlle Notr-OperaloN ary finds of ths Notr-Operators advuced

or paid to the Operator, çither for the cotrduqt of oleratioÂs hcrcuder or æ a ¡ærft of tlìe salo of production ûom tbe

CoÂhact A¡e4 md suoh finds shall remain tbe fuds of the Non-Opeøtors otr \4hose accout they ue advæcod or paid util
ued for their iuterded purpose or othemísc dolive¡ed to ttre Nou-Opraton or applied tovfäd the paymclt of debts es

provided in A¡tiols VILB. Nothing in this puagraph sh¡ll be ænstued to eshblish a fiduciary relat¡oDship betwætr Operatof

ild Non-Opcrators for æy pu¡pos othcr thu to aæout for Noq-Ope¡ator fuds as hòrein specifcally provided. Nothíng in

this paragmph shall re quire thc mai¡tenæce by Opomtor of . sepætc accouts for the î¡¡ds of Non-Operaloß unlæs the

paties otheviso specifically agrec.

5. Acccss to Contract AÌea and Ræords: Opemtor shalt except æ otÏcrwise provided herein, permit €ach Notr Opemtor

or it5 dlfy authorized r€pfes€ntative, at tho _Noropqalofs solo rùk ad oosl ñ¡ll æd ûec acccss al all redo¡ablc tiEcs to

all operations of cvery kiad ud cLfficter beiog cotrducted for !ùe joùÍ arcout on t[e Corh¿ct AJea md lo thc ¡ccords of
opeRtioE cotrduotçd thereon or productiotr tberçfoE, inoludiog Operatorb'books ud reco¡ds relating thercto, Sucl¡ access

rights shaU trot be exercised in a mmcr interfering witÌr Opcratols rcoduct of m opqation he¡.euder æd shall ûot obligatc

Operator to firmish ay geologio or geophysical dala of m inteçretive nature u¡.less úe cost of preptation of suoh

¡nteryretive data væ chuged to the joiÂt accout. Operator will fumish to eaelr Noû-Opemtor upon rcquest copiæ of æy

md all reports ad infonnation obtaircd by Operalor io cororcction vith production ad ¡elaled items, includiûg, .l,Jithout

linitâtion, meter md oha¡t reports, production puchæbr statcments, ru ticliets md montbly gauge reports, but oxoludiog

puo¡æe cotrhacts ært-pric.irg infomation.to tho extsnt not applioablc to the production of the NonOpcmtor ssking tho

infomatioq. Any audit of Oleratols Eco¡ds relatiDg to uoüts expended md tho appropriatencss of suoh cxpendih:rs

shall bc I'C," Non-Cotrsctrting Party ìv¡ll receive rvell data upon
100% r 

I fle, ud upon wittetr equeõt pronuuy ñmisb copi6 to

cach requesting Nor-Opcrator not iq default of its payoÊ¡t obligatioas, all opontional notices, reports or applications

required to be trled by locâl, State, Iedonl or hdim agenoies or autho¡itiæ having juisdÌction over opcrations hereuder.

Each Non-o oo a timelv b*b.doidffl.u$lå"ilfffË.TJ,'o1.88:[îå".i,1?k&'5i"lffihr.[tt""c.li
7, e followhg provisions sball aÉply to qch Rell d¡illed 7 hereuìder, iDclùdiñE but trot

limited to tho Initial Well: '

(a) Opcrator wiu pronptly adyise NoB-OperatoE of tbo datè o¡ wlúch tbe weu is spudds4 or dro date on which

rlrillilg operatiom ao comeuoed.
on the well

æ thc
cssd

tcst all 20!6 e¡coute¡ed whicl¡ may røonably be expected lo be /
Oil ud Gæ h payi¡g quutitiæ æ a result of exui¡ation of t¡e elsctsic log or dy other logs or corcs or t6b conducted

heremder.

8. Cost Estímates: Upon request of ily Cotrenting Par9, Operator shall fimish estimatæ of ourent and cmulalive cosb

incuned for the joint acoout a¡ rcæotrable intcrvals during t¡e cotrduct of my opemtlotr pursmt to this agrecment,

Opomtor shall nötbo hcld liabls for enon in suoh sstimatBs so loDg as tbe 6t¡îates de made Ín good åidt

9. Insuræce: At all tinæ whilo operaLiom de mtrduoled bereudcr, Opentor shall æmply wilh the workes

coøpematíon law of tbe .stalc r{l¡e¡e úe operations ae being colductedl provided, howeyer, that Operator Day be a self-

imu¡e¡ for lÍabiüty uder said compmation laqs in vhioh evert the only chügo tbat shall be made to the joi¡t ecout sltall

bc æ provÌded in ËxÌribit "C." Operatot shail also cany or provide i¡suacs for the bsrefit of thc joint accourt of the ldties
æ outlíned h Exhibit ilDtr attached fie¡eto ud Dade a pÊrt hereof Opemlor sha.ll require all co¡tactors eagaged i[ work on

or for tho Cotrhact Area to coroply with the worke¡s mmpemation law of the stale where the operatiors ae being conducted

æd to mai¡tah s uc[ odrer ins urauce æ Opemtor Day requiro.

In tùe event automobile liability iosuræce is spæificd in said lfhibit nD," or subsequently reryivos the approval of the

parlies, no dhect ctrgo. shall bo nrade by Operator for þrcmims paid for suih islrucc fo¡ Operator's automotive

equþroenL

ARTICLEYI.
DRILLING AND DEWLOPMENT

¿"-+¡itiûI-+rerh
' 9*eeb

1v€lH-{refou€ldLiÊt-¡€es$oft

eÉ{€?+å.

h€onp¡etiffi?
B. Subséquent 0pcratioæ:

l. P¡ooosedOpentions:IfaDyprtyheretoshoulddesiretodrillatrywollonúeContactArcaothcrthânthelnitialwell,or

if any pug sllould desire to Rework, Sidekack, Deepen, Recomllete or Plug Back a dry hole or a well uo longer capable of
producing in payiqg quetities in vhich such lrty bas ¡ot otl¡eryisc rolinquíshcd íts interest il the proposed objective Zoæ uodcr

t¡is agreemctrt, th6 pdty dsüi¡g to ddll, Rswortc, SÍdekaclc, Dcape!, Recomplete or Plug Back such a well shall giyê vrittetr

notlce of thc proposed operation to tho parties vho lrave not otlesise relinquisbed their iütelest in such objectivo Zone
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I under this agæmclt ed 1o a[ other partics in the oæc of a proposal for Sidctrackfug or DccpctriDg; spccirying tho vork to bc

2 perfomed, tlc looalioq proposcd dçptb objectivc Zone ad the estima.ted oost of the opemtior. The partis to vhom ruch a

3 notice is dolive¡ed shall ¡ave thtty (30) days añer ¡sæipt of íìe notiæ within which to notiry the puty proposiug to do the work

4 vbetl¡c¡ they el€ct to particÞale itr the cost of tho proposed opcration. . If a rl¡illing rig ís on localion, notiæ of a proposa¡ to

5 Reworh Sidehaclç RôcomDletg Plug Back or Deepetr may be given by telephotre arìd the response perlgd shall be linitEd to forty-

6 eigbt (48) hors, exclùsive of Satuday, Suday ud legal holidays. Failuc of a puty to vboD such notice is delivøed to reply

7 ì,rithin thc period abova fixod shall constitute e elcction by tlìat pety not to particþalc in the æst of the proposed opemtion.

8 .A)y proposal by a paly to conduct an operation codictiog with ths opcratioo initially proposed shall be delivered to all parties

9 witl¡io tl¡e time æd íû thc Ducr provided in Articlc YLB.6.

l0 ' ' If all puties to whom such ¡otico is delivqed elect to particþatc in such a proposed operatiotr, the parties shall bc

11 coDbactually @mittcd to particþare thøein providcd such opemliom ae colmenced wilhin the time period hereafte¡ set

12 fo¡tll æd Opüator shall oo later thdr ÂiÂcty (90) days aflq cxpimtiån of the notice pcriod of t]ltly (30) days (o¡ ð
13 proopty æ pmolicable aiø the expiration of the fo¡ty-eight (48) hou period wben a drillilg rig is on location, æ the croe

L4 nray tc), actually æmcoce the proposed operation ud,t¡ucafter complete it widr due díligenæ at the risk æd expemo of
15 lüe parties partioÍpaliog thcreiu; provided, however, said comlencemetrt dale fiay 

. 
be extended upon uitten notice of sms

16 by Opemtor to the other parties, fo¡ a period of up lo thirty (30) additional days if, in the sole opiniou of opsrator, such

Ll additional time is reæonably ¡€o€ssary to obta¡n pêmits Êort govemoûtal aut¡oriti*, surface rights (itrctuding rights-of-

18 wÐ or appropriate drilling equþmenl or to completã title exmination or cuatiye matter tequired for title approval or

19 acceptaæ. lf ths actuat opention l¡æ ¡o! becn coroe¡ced vithin the tine prcvided (iacludiug aty exte¡sio¡ the¡eof æ

20 specifioalty pemitted herein o¡ ir thc fo¡ce majeue provisious of Article )ü) æd if my p{ty l¡ereto still dcsi¡es !o cotrduct

2I said opemtiot¡ written [otiæ proposiug smo must be resubmitted 1o the othe¡ pafies in æcordæce herewith ð if tro prior

22 proposal had btrÃ madq Tlose parties t[ât did not participate iu the drilling of a well foi vhiclt a proPösal to DeepoÂ or

23 Sidetack is orade he¡euder sha[ íf such partiw deslro to pa¡tioþare in the proposed Deçeuirg or Sideb-acki¡g oPerat¡on,

24 ¡eimbu¡so tho Drillbg Parties in acco¡duæ vitl¡ A¡ticle VtB.4. in the event of a Deopeníng opcntion md in aæo¡dmce

25 with A¡ticlo VlB.s, inthe ev€ût ofaSidetacking opcration.

26 2. Ops¡ations bvlæss Ían Âll Pa¡tic:

27 (a) Detemínation of Paficipation. ü Ðy !ilty 1o whom such notica is delivercd æ providcd is Articls YLB.I, or

28 VlC.l. (Option No. 2) elecÈ not fo partiaipate in tho prcposed operalioul thoo, i! o¡der to be entitlcd to îl¡Ê bsuofts of this

29 Artr-clq the pilty or parties giving the uotico æd such other parties 6 sball elect !o participate in tbo opcratìou shall no

30 later thm uínety (90) days atcr the expiration of tl¡e ¡otico pcriod of th@ (30) days'(or æ promptly æ praoticablê aÍe¡ the

3l cxpintiou of the forty+ight (48) hou period \Thetr a drilliDg rig is on looation, æ the oæs may be) aotually comtence úe

32 proposed operatíor ed coEpletc it with dus diligeûce. Olerator shall perform all wo¡k for ths accout of the Cooseûting

33 Parties; provide( hovever, if no dritlirg rig or otJrer equ¡pmgDt is on localiou, ud if Op{ator is a Non€onsenting Paty,

34 rhe Coroenting Pa¡ties shall eitùE (i) rcqu6t Opentor to pcrfomr the ìyork requfued by such proposed opemtion for the

35 aooout of lhe Consenting Parties, ot (iD dcigmte one of tho Comenting Palies æ O¡crator to petform such wo¡k. The

36 rigbts æd duties gmted to ud imposed upon tho Opemtor uder this âgrcenetrt üe gmted to and imposed upon the Paúy

37 des¡galed ö OpeËtor for æ opention in vhich the origÌnal Operalor is a Non-Consentirg Part¡r. Corucnting Part¡es, vhen

38 conductirg opemtiou on dre Cônhaot Aræ pusuilt to this Articlc VLB.2., shal conply with all terns æd oonditiom of this

39 agreeme¡t.

40 . If lss thu a.ll pa¡tics spproyo æy proposed opemtiorg thc proposiDg puty, imediately afer the expiration of thc

4L applicable aotice perio4 shall advise ail ?arties of the total htercst of the parties approving uoh'oPoEtiotr æd its

42 re0onrmeddatiotr as to whetlter tho Conseutiog th g!9 gpqt?qoq as,PIgDSs-e4-.EiLh--CoNenthg Pilty,

43 ',ï¡thin foriy-oisht (48) boüs (excluive of Satu nâil,ii3ÄBfååftJ'li"å11'"%f,."ååtL%"i", shall advise the

44 proposing pilg of íts desiro to (i) límit panicipátion to such pilty's intcrest d s[own on Exhibit "4" or (ii) carry only its

45 proportionatô part (dctemíled by diyidíng such püty's iDtelðt itr {re Co¡tract Ara by the interests of all Consut'mg Partiæ in

46 tbc Cotrt¡¿ct Area) of Nol4oroeutiag Pafes' interðts, or (iü) qry its proporliooato pdt (delemin€d æ provided in (ü)) of

47 Non{onsenting Partic' iute¡ests togethcr wilh all or a portíon of ¡tr pfoportiotrate parl of dy Non-Cousenling Partiesl

48 interets tl¡a! õy ConscÃtiEg Pùty did trot elec! to talc. .qny iÂtefest of Non-Coroenting Pafies tüd is not cmicd by a

49 Comentbg Party shall be deemed to be cmiei by thc pilty proposirg tlte opcmtion if suoh prty does ¡ot witltd¡aw its

50 proposal. Faitre to advise the proposi¡g paty within tho time required shall be deemed m election uder (i). ût the sve¡t a

51 dritling rig is or loøtioq uotico may bc given by tclephone, æd the tiue pem:itteil fo¡ such a response shall not exceêd a

52 total of fony-eiglìt (48) bous (oxclusive of Satuday, Sunday md legal holirlays). Tlic proposirg püty, at its election, may

53 withdnw suc[ proposal if the¡e is less tlu 100% partioþatior,æd Shall notiû a.ll pafies of such decision wit!¡n tctr (10)

54 days, or within h{enty-fou (24) hom if a drilling rig Ís on loöation, following expiration of thc applioable rcporoe period.

55 If 100% nbscriptÍon to the p¡oposed operation is obtained, thc proposing püty shall pronptþ rotif tho Comenting PartÍcs

56 of tleir proportionate lnterðts in the operation ad ttre prty scrying as OpeEtor shall comence such opemtion witbiu tltc

57 perlod provided il Artiolo VLB.l., subjeot to tbe sue extension rjght ¿s Provided lberein.

58 (b) Relinouishment of Interest for Non+articþation. Thc cutirc cost æd ¡isk of oonducting such operations shall bo

59 bomo by tfie Colseûting Pa¡ties in tfte proportiols they haye eleoted to bø sme uder the tem of tho Preædi¡g

60 pugraph, Consentiog Partiæ shall keeþ the Icæehold estates ¡nvolved in suoh opcmtioos fieo md cler of all liens md

6l encunrb¡ucæ of every kiod qeatçd by or ilisiDg fiom the opcratioro of tbc Consenlùtg Pa¡ties, If such m operæion rctfts

62 irr a dry holq theÂ subjeot to Articl6 Vf,B-6. æd VLE.3., the Co¡senti¡g Pa¡ties shalt plug ild abildon t¡e well æd rcstorc

63 the surfaco location at their'solc cosL risk a¡d expcûse; provided, howcver, í¡at t¡ose Nou-Conscnting Pa¡ties'thal

64 participatid in tho drilling Dee¡ening or Sidetacking of the wetl sball remain )iable for, md shall pay, their proportionate

65 shaes of tbe cost of ptugging æd abudouing tl¡o well md ¡estorilg tfie su¡facc location insofa only as those æsls were not

66 inorøed by thc subsequçnt opemtioro of tåc Coruenlilg Partis. If æy wetl drillcd, Reworked, Sidetr¿cke4 Deepened,

67 Recompleted or Plugged Back uder the provisiore of this Aliclo rssults itr ¿ uell capable of produoing Oil md/or Gæ in

68 payÍug qumtitiæ, the Consenting Parties shall Complete æd cquip the well to producc at ilteir sole cost dd rislc, æd fie

69 well slnll tl¡en be tuned ovcr to OpeEtor (if tho Opcrator did not æqduct tho operation) md shall be opeEted by it at tho

70 expense æd for the acæunt of tho Cmcnling Partiæ. Upot æDuencement of operations for tho drilliDg, Roworking

71 Sidehaclcing, Recongleting, Deepening or Plugg'mg Baolc of uy such well by Colsenting Pa¡ties in accordæce wiù the

'12 provisions of this A¡tiole, caoh Notr-Coffenting Party shall bo dæmeil to have rclioquisbed to Coroeoting Parties, ad the

73 Couenting Patiæ sball owu æd be entitled to receive, in proportion to their respectivo ÍDterests, all of such Non'

74 Corocnting Pdty's interest in the vell aqd shüe of production lheietom or, in the ca¡e of a Reworking, Sidetracking,
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Deepeuing, Recompleting or Plugging Baok, or a CoDpletion pusuet to .{¡ticlc VLC.I. Option No. 2, all of such Noû-

Coßetrt¡ng Paty's interest in tho production obtaincrl Êom the operatiol in wLich ttrs Non Co¡seDting Pilty did tot eloct

to participate. ' Sucb relinquislment shall be efeotiye uotil the proceeds of the salc of such shue, caloulated at the well, or

milket value thereof if such shre is lot sold (aîer deductirg applicabte ad valorem, proafuctior! scvemtæ, æd excise tdes,

royalty, ovemidi¡g royalty æd other iotçrestr ûot excepted'by Articlo IIIC. payable out of or mcasured by the ¡roduction

ûom such wcll aäcruing wit! reslectlo such interest util it reverts), sball equal the total ofthe foltowing:

(Ð 100 % of each suoh Nori-Consenting Pa¡tyb shuc of drc cost of ay ns\rly aoquired surfaæ equþmeÂt

beyotrd tho wellhcad comcctíons (inoluding but not limitod to stock lanks, sopüatoß, ùeatem, puping equipment ard

pipi¡g), plu 1OO% of ,each such Notr-CoNotrling Pùtys sùrc of the cost of opcÉtion of the well çomenchg vith fiÃt
production md coltinuhg u¡til Éch suoh Non4omenting PõVs retiûquished interest sball rcvert to jt undq otÌ¡er

provisioro of this Articlo, it bei¡g agreed tlìat each Notr-Cossenting Pug's shüo of such costs od equipmeot will be tba!

i¡terest which vould have been chagæble to suoh Nofl.oo¡seDting Party had it pa¡ticipated in tbe rvell ûom tlre begimÍng

of the opeEtions; dd
(iij 300 % of (a) that portioq of the costs æd expe$es of ùilling, Reworkhg, Sidetracking Dæpenirg,

PluggiDg Back, lctbg Completiog md Reænpleting â.ûfi deductiDg auy cæh contibutious ¡eceived uder Article VIILC,,

and of (b) thåt portion of tho æst of rrewly äcquired equipment ilr the well (to md inoludiug dre wellhead comections),

vhioh would havc bæn ohugeable to such Notr-ColseDtlng Päty if¡thad participated therein.

Notwitbstmdfug m1,t!úng to tho cortrary io this Article VIB., if lbe voll dos not Íeach tfic decpest objective Zole

dqc¡ibcd iq tlìe uotica- proposing rhc well for ¡cæons otlcr Î!m the etrcouteriDg of gleitc or practically impenet¡¡ble

s]lbstmæ or other coodítiou in the hole rcndcring ftrdrer oporatioro iupracticable, Operaior shal give notiæ lheftof to each

Non-Consenting laÍy vho submittcd or voted for an altemative proposal uder Article vI.B.6. to drill the vell to a

shallower Zone thm the deepst objective Zoûe proposed itr the noticô uder which the well uæ drilled, ud sach suoh Nou-

CotreDtiDg Põty sbalt have the option to part¡c¡pate in the üritial proposed Conìpletion of thc well by payi¡g its sbre of the

cost of 
-drillilg 

the well to ib aotual dept\ caiculatcd in the mmer provided in A¡ticte VLB,4. (a). If my such NoÃ-

Consenting Prty does lot elect to participatc h thc fist CoDpletion proposed for such well, tbo relinquishment prcvisious

of this Artiole YLB.2, (b) shall apply to suclt pdty's inte6l
(c) Reworkins RecomptetinE or Plueeing Back Au election ûot to padicipare in the driling, Sidetrackiog or

Deepodng of a well shall be deeiued m eleotion trot to partioþafa ín æy Rcworking or Pluggìrg Bæk operation proposed in

sucfi a wel! or portion tho¡eo4, to vhich the initial uon-come¡t electiôn applied thal is conductcd at my timo Pdor to tull

recovery by the Cousenting Pa¡tis of lho Non4onsenting Pãty's reooupment momt Similuly, m electioÂ not to

participatc in tho.Complcting or Rocomplcting of a vcll shall bo deemed u election not to pafticipal.e În æy Reworking

operation proposed if sÌch a well, or portion thercoÊ, to vhich the hitial non-consent electiotr applicd that is cooducted at

any time prior to f¡ll recovery by the Consentihg Partics of the Non-Consenting Pdty's recoupm€trt moul Aly zuch

Reworking Recompt€ting or Plugglog Back ôperatiotr coDducled duiDg thÊ recoupment pedod shall bo deemed lart of the

æst of operation of said vell md there shall b6 added to the sums to bc rccouped by tüe Coroenting Parties '300 % of

that po¡t¡on of the costs of the R.eworking, Recompleting or Pluggìng Baok opmtiou ì{hìch vould have been chageablo to

sùch Non'Comen1i¡g Ptrty had it participated tle¡cin. If such a Reworking, Recomplctilg or Plugging Back o¡entíon is

proposed duing such recoupment period, the provisions of this Articlc VI.B. shalt te applicable as betweetr said Consenting

Pa¡ties in said well.

(d) Rec4upment Matteß. During tbo periód of timc Coroenting Partiæ ue entitled to reæile Non-Conseoti¡g Puq,'s

shuo of productioo, or tho procæds thereÊotn, CoNmting Partiæ shall be resporoible for Tlre pâymeDt of all ad valorem,

production, seyeræco, cxcÍsg gathering æd other td6, md all royalfy, oveniding royalty æd other budens applicable to

Non-Conseûthg PaÉy's shae ofproduction not exæpted by Article III.C.

In the oæo of my Reworking Sideh¡ckhg; PluggÍtrg Back, Reconrpleting or Deepening opcratioq the CoüeDting

Parties sÞâll bc pcmíted to use, ft€o of oost all cæi¡g, tubi¡g @d olhcf equipne¡t ín the well, but tho ownenhiP of all

such equipmeot shall remaiir uchuged; ær1 upol abandonment of a wetl aier sucb Reworking, Sidehacking, Pluggi¡g Baok,

Rccompletirg or Deepening tfie Coroenting Pa¡tie sltall aæout for all suoh equipmcnt to tho omers the¡äof, with each

party receiving its proportionata part fu kiûd or in valuo, Iss cost ofsalvagõ.

Within ninety (90) da¡s a.frer rho æmpletion of any operatioû ude¡ this Article, the pil9 cotrduoting t¡e operatious

for flrc CoDsonti¡g Parties shall i¡mish each Nol4onscnting Püty with d invcntory of the equipmcat Ìtr æd comcotcd to

the well, md an itendzed statement of the oost of drilli¡g, Eídetacki¡g, Deepeuing, ?lugging Bac( testing, Completing

Reæmpletiùg, æd equipping t¡e well fo¡ productio!; or, at ib optior! the operating p"ny, ;trtjfti. of m itemized statemetrt

of such cosb of operatioD, truy submiÈ a detailsd shtement of montlly billings. Each ær$+7.tiiæafter, during lhe tímc tlto

Cousenting Palies ae being reimbused æ provided above, thc p{ty cooducti¡g fbe opemtious for tlte Consenting Parties'

sball fumisl¡ tlle NoÉonssûting Parties wit[ an itarizcd statomilt of all costs ed liabilitiq incuned in tle opcratior of

the fleU, together \,r'ith a stat€metrt of the qumtity of Oil ud G8 prcduced ûor4 .it ud th€ ærout of proceeds ¡ealizcd frour

tho sale of dre vell's vorking iqtçrcst product¡otr duing thc preccaing+oneqTTterln dctemiuing flre qmtity of Oil md Gæ

produced duirg æy monl¡, Coasenting Pa¡tics shall ùse indut¡y accepted methods such æ but trot limited to netcring or

periodío vell tests. Any momt re¿Iized ûom tfie salc or othe¡ disposition of equipment newly aoquired in comection widr

æy suoh operation vhich vould ùave bçen owÂed by a Non-Comenting Pa¡ty had it pilticilated thqoin sball be crcdited

against the tota¡ wetumed costs of tle work dono md of tho equipment pDrchascd iu detemiui¡g u,hen the inte¡wt of such

Notr-Colserting ?arty shall revert to i! as aboyo provided; æd if there is a credit balance, it shau bo paid to such Noû-

ConsentingPd9.

If and wben the C<insenting Prties recoyer ûom a Non-Conseutiog ?aty's rclinquíshcd iotcrest the anouls provided

for above, the rellnquished iDtefesLs of such Non-Consenting Pãty shatl automatícally ¡cvert to it õ of ?:00 arD. otr the dêy'

following thc tlay on vhich such ¡ecoupnetrt occurs, æd, too ad afrer such reversion, such NoLr-Cotrsetrting Party sba.ll

owu tho smo interæt iq such vrell the malerial æd equipmeut in or pefaiuing thcreto, md the pfoduction t¡eretom æ

such iVol-Coroenti¡g rPdty would have been etrtitled to lrad it participated h lhe drilling Sidekacking, Reworking,

Dæpenirlg, Recompletiog or PluggÍng Back of said well. Thercafrer, such Non€onseqting Pety shaü be chruged with ud
shatl pay its proportìo¡afe part of lhe furtber cosb of thc operatlon of said well ill âccofdânoc tyiür tho tcún of this

ågreeruent æd Exhibit "C¡' attached hereto.

3. St¿nd-By Costs: \{len a well I'hìch hæ been drilled or Deepcned hæ ¡eaohed its autlo¡izcd depth æd all tests have

bee[ completed md the ¡esults the¡eof frmidred lo lhe pafies, or wlte¡ opentions on t]rc well have been od¡esjse

toruinated putsuæt to A¡ticle VLF., stæd-by oosts inourcd pcnding resporoe to a prty's irotice proposing a Reworking'
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Sidetrâçkingi Deepenirg, Recompleting, Plugging Back or Conrpleting operation in suoh ¿ well (ircluding thc period required

u[de¡ A¡ticle VLB.6, to r*olvc mopeting proposals)'slull be chagcd ad boms 6 part of thc drilling or Deepening

opention just coDplctsd. Stud-by costs subsequout to all pa¡ti6 respouding, or expkatiotr of the response time pEmife4

rvhichever first occurs, md prior to ageement ?s to the partioipathg ¡ntcr6ts of all Consenting P¿¡ties pußmt 1o the tcmrs

of the seoond grmatical puagraph of Article VLB.2. (a), shall bc chaged to md home d part of the proposed opentio4

but if tle proposal is subseçently vithdrawn because of ilsuficient putícþation, s:rch land-by cosls shall be allocafed

between tbe Consenting Patiæ in ths prcportion each Consenting Pãty's htercst æ showu ou Exhibit "4" bffi to Úe total

interest æ slrcM otr EÌùibit "l$ ofalt Couscating Partics.

In the eveot that lotice for a Sidetracking opqation is given vhile the drilling rlg to be utilized is on locatio4 my püty

may request ærl ¡eccivç up to fivo (5) addilional days añer expiration of úe foly'cie¡l hou rcponse pøiod çeoified in

A¡ticle VLB.I. vithiu whioh to fespo¡d by pay¡Dg for alt stud-by costs md other costs incMcd duriDg suoh cxtonded

rcsponse pmiod; op€mtor 4ay rcquiro such prty to pay t¡e ostimatcd stæd-by timc in advmcc æ a conditioq to €xtendi[g

the respomo period. If rnorc thu o¡e prg elects to tako such additiooal tine to rcPond to tle notice, stanrtby costs shall bc

allocated betweèa thc parties takiug additional tiDe to respold on a day-to-day bæis in lhe proportion each olectiag put¡/s

intcrest 6 shoM oÃ Ex[ibit ;¡liJr bcñ to the totrl intercst æ shollvrl otr Exhibit ''4" ofall the clccting partics.

. 4, Deepening: If les thm all parti* clect to. põtioipate in a d¡illi¡g Sidetrackhg or Deepeuing opeÊtion p¡oposed

pNuæt to A¡ticfe VtB.l,, tho interest rclinquistert by the Nor-Cooserting P4ties to tbe CoDseoting Pa¡ties uder á¡tiofe

VlB.2. shall rclate only md be lioÍted to tho l6scr of (i) tlre total deptt acmally drilled or (ii) tJre oÙjætivc depth or Zone

of vbich tho parties were given notiæ ude¡ A¡tiole M.B.t. ("hritiat Objective'). Such well shall not be Deepmed beyond the

Irritial Objective wìthout fßr conllying with this A¡ticle to afford tfie Notr4oßentitrg Partís ihe opporiuity to particípate

in the Deepening operation,

I¡r tl¡e cvql my Co6onti¡g Põty dci¡s to d¡ill of Ðespeû a Non-CoNeEt \ry'ell to a deptL üelow tle lnitial Objective,

such paty shall give notÍco thereol complyiag with tho rcqùirements of A¡ticlc VlB.f,, to alt parties (includiog Nou-

ConsetrtiDg Partics), Thcrcupon, Ârticlcs YLB.1..æd 2. sl¡all apply md all partics receiving such ¡otico shall have the rigbt to-

participato or not partioipare in the Deepenirg of such well pwuilt to said A¡tioles VLB.I. æd 2' lf'a Decpening opemtion

is approvetl pusuÐt to nch provisions, æd if æy Non.Consentbg Püty elects to participate in the Dceponing operation,

suohNon4onsenting paty shall pay or make reimbusoBent (æ tle cæe may be) oftbe follorvhg costs md ex¡croes.

(a) lf tlo proposal to Ðeepen is mado prior to thc Completioo of such wçll æ a well capa]le of produoilg in payiug

shall pay (or ¡eimbuse Co¡senting Parties for, æ the cæc $ay bc) that sbüe of costs

vith the rlrilliog of sairl well from the su¡facc to the hitíal Objeotive which Non-

had such Non-CoDsentiog Pilty ageed to particþato therein, plw the Non-Conserting

paty's sbuc of the cost of Deepening md of puticþating ia uy fi:rt[er operatio¡s otr t¡o woll in accordmce with the other

provisions of this Agreemenf provided, however, all æsts for tsstitrg @d Conpletion or at€Epted CoDpletion of the wetl

incuerf by Consonting Partiæ ¡rior to tho point of actual ope¡at¡ots to DeePen beyond the laitial Objective shall be for the

reviously Conrplèted as a well capable of producing

utities, such Notr4oDseoting Party shall pay (or

shae of ¿.ll oosts of dritling Conplcting, md

equþping said uell ûom tho su¡face to the I¡itial Obje0tivo, oaloulatcd in the maiuer provided in puagraph (a) above,. læs

those costs rccouperl by the Conseutiog Patiæ fioro dro sale of productioÂ f¡om the vell. The Noa4orsenting Pdty shal

also pay its proportioDate sbæ of all costs of r€-entering said well. TI¡c Non{orocúing Palies' proportionato part (böed

on tlc perænt¿ge of sucl¡ vell Nou{onsenting Puty vould have owed had it previo ent

Well) of the costs 
' of salvable D¡alerials æd equipmeût remaining in the hole æd in

comection with such woll shall be detcmiûcd in accordmce w.ith Efiibit "C." If thc dre

cost of d¡Iling, completiog arid cquíppirg the ìvell at the tins suoh DeoDeni[g opcmtion is conduote4 tlìeû a Non-

Coromting pãty Eay particþate in the Dæpeniag of thc woll ìvitb no payueÃt for costs iûcuned prior to re'entering tho

vell for Deepening

The foregoÍog shall not imply a right of my Coroenting Party to prcpose æy Deepenhg for a Non-Co¡wot r,)Vell prior

to the drilling of suoh vell to its hritial Objective without dro coN€nt of the other Consenting Parties æ proYided in ¿rticta

VI.F. this ArticlcVIJ,4 sha.lt not apply toDeepcniug Operatiorcwithin an existitrgLateral of a Horizotrtâl or Multi-Latsal\Ycll'

5. Sidebackiner A¡y pr¡ty having the ilght to participate in a proposed Sidetsaokilg operatiol that does trot ovn aD

i¡ts¡est ür the affeotcd ìtellbore at the tirue of the ¡otice shal.l, upon electing to participatg tender to tl¡e vellborc oñlcrs its

prcportíoaate shue (equal to its i¡ter6t in tho Sidetraoking operation) of tha va.luc 0f that podior of the existÍng wellbore

to be utilized æ follows:
' (a) If tho proposal is for öidebackilg u cxisting dry hole, rciobuscme¡t sha]t bo ou tle bæis of.fho actual cosÈi

inou¡¡ed in the initial d¡illbg ofthe vell down to the depth at vhich thc Sidetrackilg operation is initjateû

(b) Ifthe proPosal is t shall be otr tl¡s bæis of

suoh paty's proportionate shffi of well dolvn to tlte depth

at rvhich tt¡e Si<ferackiug opemtior (b) abovc' Suoh paty's

proportionato sha¡s of the cost of tho we['s salvablo male¡ials mrl cquiptrtcnt dom to flc deptfi at uhich the Sidetracking

frÌ'¡f",'1,ü"1r'i.:å.'€i$Ë soriæntâr I'err o¡ 
fHtÍ*ål$åLùYr.åkbîifiín?'o:riõràíib-ir-írvliõ ìvhich are cotrduct€r

Frïüï-f,at[ñil\Yéf ShiÀù !s.

6. Order of?reference of Opemtions. Exoept a otlrcrìryise spcoifically proYided h this agftonenl if my paty dciræ to

?roposo t[è couduct of u opcmtion that confliots n made by a põty Mdef tlús A¡ticto VL such

pafiy st¡alt have fiftecn (15) days froDr delivofy of æe of a proposal to d¡ill a well oI to perfom

m operatidn on a well vher¡i ao drilling rig is on hou¡s, cxclusive of Satuday, Smday md legal

lrolidays, Eorn dctÍvery of tho ilitial proposal, if a drilling rig is on location for tho vell oq which such operation is to be

. conducted, lo .deliver to all partics entitted to pa¡tioipâta h dro proposcd operation such pilty's altsEative proposal, sucìr

alteroate proposal to contaitr the særc bfomation lequLed to l¡c inoluded in lho i¡itial proposal Each paty reæiving such

proposals shalt etect by delivery of ¡oticc to Operatoilwilhin fiye (5) days afrer expÍration of tho pro¡osal period or witlún

tweDty-four (24) hous (excluive of Satuday, Suday ðd lcàal ¡rclidays) if a drilling rig is on looation for the rvell that is thc

subject of the proposals, to paftioipato in onc of the competing proposals. Any Püty rot electiDg wíthin tho time required

shall be deemed not to haye voted. Ûc proposal reoeiving the vote of partied o\aniDg the lügest agglcgatc Percentage

intqest of thc partios voting shalt have priority over âl[ other coDPeling proposals; in thc cæc of a tíc Yoto, the

-8-
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I idtial proposal shalt irevail. Operator slall dcliver ¡otlæ of such resdt to all partis entitled to P{tioipate in the opcmtion

2 vithitr ñvo (5) days aîer erçiration of tho elcction pcdod (or vilàin twenty-foü (24) iroffi, oxclxive of SatuÎday, Suday

3 md ¡egal holidays, if a drilling rig is ol location). Each pùty shall tben havc tilo (2) days (or twe¡ty-foú (24) hoffi if a dg

4 is on location) ûom rcæipt of zuoh no.tiæ fo sleot by delivcry of noticg tq OpcÉtot to Panicipato in sucb operatlon or to

5 relinquish iûterest in tIE afected well pusuilt to üre provisiols of.Árticle VI.B.2.; faitue by a ptty to deliver noticc witlin

6'suchperiodshallbedeemsiluclectíon¡oltoparticipateintheprevaitingproposal.

7 7. Confomitv to Spacing Pattem. Notwithstædilg the provisloro of this Articlc VlB.2., it is agræd that no wclls sùall be
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proposed to be d¡illed 1o or Completed iu or produced fom a located elsewlìue, 04, tllc Contact

Arca is producing, olless suohvell æúom to the lhen+xistingve)l sp 
goYcrtrmetrtal suthority

8. Payine Wells. No paty shall coûduct æy Rcworkitrg; Deepenbg, Plugging Bacþ Completion, RccoNpletioD, or

Sidetacking opeiatíon udcr úis agreemeot with rcpect to uy wcll thcn capablc of producing in payirg quætities except

vithlhe co¡scnt ofall p4tics that haYc not ¡clinquished i¡tcr¿sts inthe well at the tima ofsuch opcmlion

C, Conpletiou of \YeltsiRes'ort¡xgaldPlugging!acft:
1. Complet¡on: Wiúout the conseot of all parties, Do well shall be <frilled, Dee¡ened or Sidetaoked, exoopt æy well

drilted, Dæpened or Sid;tracked pmuæt to tho provisioro of A¡ticle VLB.2. of this ' ag¡eenetrt Coreent to the drilling

Deepening or Sidet¡acking shall include:

Ef Option No. l: A.ll rhc drilling Deepenlng or Sidetacking testfug Conpleting æd

rYell

ø When

such Well hæ fæcled its authorized deptt, æd alt logs, cores ancl othe¡ tests llavo been completed, fcsr¡lts

tj¡ercof fumished to fto parties, Operator shall givo imediate noticc to the Notr-Opprato6 havbg drc rigltt to

participate in a Completion attenpt vhet[er or not Operator r€cotDotrds attemptitrg 1o Complet€ the wÊll.

together'with OpsEtols AFE fof CompletioÂ cosh if not previouly provided. Thc parties rcæiving suoh ¡otics

shail havc fofy+ight (+e¡ Uom (excluive of Satuda¡ Suday æd legal bolidays) in whioh to etect by delivery of

trotiæ to Operator to partieipate iq a ¡ssomeoded Conpletio[ aüeEpt or to make a Completion proposal lrit]r u
accompæying A.FE. Opemtor shall deliver æy suctr Coropletion proposal, or æy Coorplction proposal conûictirg

vith O!ætofs proposal, to the other partÍes cntitled to particþate, il such Completion in acco¡daæ with thc

proædues speoiferl in Articlc VLB.6. Elpotion to partioipate itr a Completion aü€rDpt shall itcludÊ cotrcût to all

necssary expetrditu* fo¡ the Completiug æd equipping of such rvell, including necæsary taDkage aûüor surface

- facilitics but qcluding üy stimulation opcration not æntaiued on ûe Conpletiotr A¡E. Failua of my paty

receivirg suoh lotiæ to r6ply tv¡tLh thc pcriod alove fixed shalt consiitote un election by úat larty æi to

participarc in the cost of the Conpletiou atteopg provided, that Article VIB.6, shall oonfol in the cæe of

coníicting Completion proposals. If ouo or morq bút less tbu all of ths partles, slcct to attempt a ComplotÍon, tho

provision of ArtiolË VIB.2. hereof (the pllf6c "RcworkiDg Sidehacking, DæPeniDg Recompleting or Plugging

BaolC' æ m¡tained in Artiolp VtB.2: sha[ be deeBed to include t'Completing") shall appty to dre opemtions

ttrcrsafler co¡ducted by less thm all putiæ; provided, horvevcç that .Article VI.B.2. shall appþ sepæately to each

se!ilate Complotion or Reoompletiotr attempt uderÞkcû hercuder, ud m clcction 1o become a NoB-Consenling

põty æ to oue Coopletion or Recoøplotioo atteEpt shalt Íot prcvent a pilty Êom beooming a Consonting Püty

' i! subsequetrt Cornpletioa or Reæmpletion altempts regudless whcther the Cousentiog Pa¡ties æ to wlief

Compledotr or Recooplet¡otr havo recouped thçir costs pmuut to Article VI.B.2'; provided ñrther, thal ily
recouplnent of costs by a Cotrsenthg Pug shall be made solely ûom tha production attibutable to ilro Zone in

which tlìe Completion atterpt is madq Eleotiol by a previou Non4onsentiag Ptty to Panioipale í¡ a subsequent

completion or Recgmpletion atempt shall fequire such Pilty to pay its P¡oportionate shue of ûe cost of salvable

nate¡ials æd equipment htalled in îhe rwcll punuæt to tho previou Conpletion or RecoEpletion atte Dpl

insofar æd only imofar æ suob matcrials æd, equipncnt bctrcft tho Zonc in wlich such pafy participat€s in a

Lsterâ, ffiHåfarïJ"fl:ffii;:.1:;::'ii'i,:::";î.ï'.T'.iîili'#Tä;",,
REoomplete4 or ptuggcd Back pmuut to tho provisioE of Anicle Vl,B.2, of tlis agrceucul CoDseot to the Reworkiug,

Reoompleting or plugg'mg Back of a we[ s¡all include all n€cessary c]eeûditures in colducting nch opemtior:s md

Conplctin g md etluipping of said well, includilg ffcessary ta¡kagè and/o¡ s u¡face facil itíes'

D. OtherOpcratiors;

Opcrator shall not udertake æy singlc prcject røonably estiltated to require an expcndittre in excess

F¡ftvThousâ¡d ¡nit 00/100---- Dollffi ($5-q!004q------J exæpt in comection with {to

dfilling, sidets¿ckiog Reviorkíng Deep€ning; completing Rcoourpleting or Plugging Back of a well that bæ bsen previouly

autlorizect by or p B prolided, however, or odrc¡ sudden

emergoocy, v[ether naturc, Opemtor may æ il its opinion

ao required to rleal aleguutt life ærl prop e, shall feport t¡c

trot includiqg rhs installation of gafreríng lines or other træslortatiou or úa¡kÊting facilities, tho i¡stallation of whÍch sball

be govef,ed by Sepüate agccnent between Ître putis) reuonably cstimated to Iequiro m exleûditue in excess of üe

rout fißt set fo¡th abovo ilr ihis A¡ticte VLD, (except in comection with æ cipcration requìred to be proPoscd uder

Articles VIB.I. or VI.C.I. option No. 2, which shalt be governed exclwively be those Articles). Opemtor shall deliver such

n m0sent

opemtio¡,

obligated

th€ lenË

oftho proposal,

!. .A,ba[donmeüt of \YeÙs:

l. Abandonnrent of Dry Holes: Except for my wcll. drilled or Deepened pusuilt to Anicle vlB,2,, my rvell which hæ

been d¡itled or Dccpcoed uder t¡e tomls of this agccmoÃt atd is proposed to be completcd as a dry hole shall not be

-9-
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1 plugged æd abudoncd vithout thc co¡sed of all parties. Sbould Operator, añer diligeot cffort be mable to cotrtaot 4y
à p*ty, or should ay puty fail to reply vithin fofty-eight (48) how (excl$¡ve of Sanxday, Suday æd legal holidays) aier

3 dclivcry of notiæ of thg proposal to plug æd abmdon such vell, such pãty shal bc dæmed to haYe cotrented to üo

4 proposed âbmdoroDent, Alt such vells shall be plugged æd. abmdonerl iu aæordæce witJr applicable regu.lations md at the

5 øsl ¡isk ud expeue of the paties vho participated iû the cost of clrilling or Deepeobg suoh wetl. Any põty who objcçts to

6 plugging and abmdoníng such well by notico delivered to Operator vithia fo'rty-eíght (48) hom (exclusive of Satuday,

7 Suoday æd legal holidays) after detivery of ¡oticc of tho proposed pluggiog shall take oyet tbo wçll 6 of the etrd of such

S fo¡ty-eight (48) hou rotice period ard oonduct fü¡thr oprations in søch of Oil mtVó¡ Gæ subject to the provisiors of

9 Articlc VI.B.; failw of süoh pilty to provide proof reæorably satisfactory to Opeßtor of its 6¡æoial capability to conduot

l0 such operat¡ons or to bke over tho vell within sucf period or thercafrçr to condust operatioro on suoh well or plug ud
11 abædon such vsl¡ shall entille Operator to rctaitr or lake possssion of thÊ woll æd plug æd abædon tho well. Thc party

72 takìng over tire vell shall indemiry Operator (if Opentor is m abmdoning puty) md tlte other abudonir:g paties agairst

13 liabílity for ey flther operatiow conducted on such well oxoept for the @sb of plugg'ug æd abædonirg tle well ud
14 rstorhgthe sudacq forwhichthe abædoning parties shall rcrnainproportioaalcly liablc.

15 2. AbÐdo¡ment of Wells That llav€ Produced: Excopt for æy well .in whioh a Notr.ConssDt operatioÂ hæ been

16 oo¡rductcd hereunder for whioh tho Corocathg Paties bavc trot been fi¡lly ¡cimbmed æ hefaitr Providcd, uy well wlúch ttæ

l7 beeu ønplctcd æ a producer shall not bc plugged md. abildotred without tlìe colsent of all paníæ. If all partis coßcnt to

l8 such abàndonmca! thc well shall bc plugged md abædonerl in acco¡dmce vith applicable rcgulations rud at tho cost, risk

f9 æd exleroe of all the parties hereto. Failure of a pariy to reply withiu sixty (60) days of delivery of trotico of proposed

20 abædomeÂt shall bo deemed aû election to com€nt to'the proposa.l. I$ within sixty (60) days after delivery of ¡otics of the

2L proposed abmdomóut of æy nel[ all parties <to not agfca to ths abædoDìent of such wet! those wisbbg to coDt¡truo its

22 operetion fron the Zone thetr opel to production shall be obligaled lo bke ovor the well æ of the upimtion of the,

23 a¡plicable noticc period ud shall i¡demry Op€rator (if Ope¡ator is m abædoaing p{ty) md the other abædouing partic

24 against liability for æy früther opemtions ol dre well conductcd by such parties. Failu¡e of suoh p{ty o¡ Püties 1o prcvido

25 proof rcðotrably sat¡sfaotory to Ope¡ator of their fiøciat câpability to conduct suoh operafiom or to tâkc orer ths wçll

26 vithh the required poriod or tlrcreafter to coûduot opemtiom on sch well shall Ðtitlc oP@tor to rctain or take possession

27 of suchvell mdplúg æd abrodoq tbe woll.

28 Partics taking over a well æ providcd h. øein shall tetrde¡ to mch of thc otler paties its propo¡t¡on¿te sbãe of dÌo valuo of

29 thc well's salvable mato¡ial æd equipmcnl detemi¡ed in ææ¡dmce nitl the provisiom of ExÀibit uC,ù less tltc cstimated æst

30 of salvaging md dli erinated cost of pluggi¡g ud atadoning æd rætoring üre surfaæ; provided, howcver, 1¡at in tho evetrt

3l the stimated pluggi¡g ært abædooiug md su¡frce restoÉtion costs ud the estimated colt of salvaging uo higher thu the

gZ value of the tvell's sâlvable material a¡d equipmeÃt, each of the abædonilg parties shall tender to t¡rc paftios continuitrg

39 operations thcir proportionate shaes of the estimafed excss cosl Each abmdoning puty shall õsign to dre Don-âbmdoDing

34 parties, vithoui wæmg, cxp¡€s or inplied, æ to title or æ to q@tity, or fhtess for lse of the equþment md taterial, all

35 of its i¡terest in tho vellbo¡c of t[e vsll md related equipmeqt, togetbd vith its ínterest h t¡o ljðehold imofu ud only

36 i¡sofar æ such Leasshold covors tho riglrt to obtain production Êom that wellboro ¡r the Zo¡o tlen oþcn to production' If the

37' ÌDtercst of tlo abmdoning püty is or includes ud Oil æd Gæ l¡teresL such paty shall exeoute ed dcliver to the ¡on-

38 abædoníng púy or pa¡ties a oil æd gæ lcæe, limited to thc rtollbo¡e md thc Zone theû open to PrcductioD, for a tcm of

gg ono (l) yeu ud so loog the¡æî¿r æ Oil uüor Gæ ís produccd ûon the Zouo oovercd ttereby, such leæe to bo otr the foE

40 attached æ Exlribit "8." Thc æsigments or i.*.r ro liEited shall encompðs tls D¡illing Unit upon which tle uell is loøted.

4L The p¿yments by, æd t[e ðsigmonts of le¿scs 10, the æsignees shall ba ín ¿ ¡atio bæed uPotr Í]s relatioDshiP of their

42 r6leotivo perædage of püticipatìon in the CoÂtact Afca to the agSregat€ of tho peioontages of participation in tho Cotrtr¿ct

43 Areaofallæsignee. Tìereshallbenoreadjuhnentofint€restsitrthoremainingportiomoftbeContactArea"

44 Thereafrer, abmdonin! paniæ shall have no fi¡¡the¡ rcspoosibìlity, liability, br interct in tho opemtion of or Production

45 ûo¡n the well in üe Zone th€n opetr other than the royalties ¡etaincd in ay lcæo nade uder thë tems of this Article. UPoû

46 requst, Operator sball cotrtilue to opeüte tlre æsþed voll for fbo accout of lhe oou-abmdoning partis at thc mtes md

47 chüges cortemplated ty this agrement, plus uy additional cost ed ohüges vhich may uise æ tho ¡esult of tho sepdato

48 omcrhip of fhc assigred well. Upou proposed abildomert of the producing Zoue æsþed or løcd, tho æsignor or lessor

49 shall then have úe option to repuchase its prior iuterest in thc wcll (tsing the tile Yalùation formula) ud paticþate iu

50 futher operatioro tbereh subject to dto p¡oYisions hereof

51 3. Abmdonnent oflion4onsent Opcrations: The provisiore ofA¡tiolo VtE.l. or VLE.2. abovo sha.ll bc âPplioable s
52 betwecr Conserting fa¡ties i¡ the event of the prolosed abildomtcil oq oy well excepteil fr,om said Adioles; Provide4

53 horïever, no well shall be pemently pluggcd md abmdoned u¡less ad util all parties havirrg tfie riglt to conduct fuftller

54 opcratioro therein havc besn notified of tle proposed abmdoment md affo¡dod the opPortuity to elect to take over tho wcll

55 in acco¡dacc with (hc provisions of tùis Artiote VLE.; ad provided irtbcr, that Non.Coße[ti[g Pa¡tis vho ovtr u iotcrcst

56 in a'portion of thc well shall.pay tåejr proportioffito shaes of abordometrt md sudacs restoration cost fo¡ such well as

57 providedinArtioloVlB.2.(b).

58 F. Termination o[Opemtious:

59 Upon t¡e comeocemeÃt of ð opeEtion for the drilthg Reworldtrg' Sidefacking Plugging Baok Dccpcuing testing

60 CoEplction or plugging,of such ope¡ation slrall not be temhaled witbout

61 couseDt of partiæ beuíag d, hovever, that in lhc ev€nt gilite of otbsr

62 practically impenelrable substmæ or condition in the hoie is otrçouDtercd which ¡qden firrtfier opemtioos ímpractical

63 Operator may disc¡nti¡ue operations æd give ¡otice of sucll condìtion iq dre maner ProYideú i[ Article VLB'I, dd the

6+ provisions ofArticle VtB. or VLE. sl¡all t!.e¡saîer apply to such opcmtioq æ apPropriate'

65 G. TaLiûgProductioniuXitd:
66 ø oDtionNo.I:GasBalancinsAerecnetrtAt[ached

67 -e""tffi rn"u ¡îyf.tlìlHå or separatcty disposa of it proportiooate sha.e of all oil æcl Gæ produæd ûom tlte

68 Confact Are4 exolusive of productÌon wlioh may be used in dovelopment dd Produciog oporations æd in prepafug md

69 treatiug Oil ud Gæ for muketing purposcs æd production wavoitlably losl Any exfa exlendifine inoued in the takíng

7O in kinrt or sepaate disposition by Ðy pdty of its proportiouate shue of tho produotion shall bc bome by such paty. Aay

1l party taltbg its sha¡o of production in kind shall be rcquircd to pay'for only its proportionale shüe of süch Part of

72 o¡ento/s surfaco faoilities wbich it u6.
73 Each püty shatl cxccuto such division o¡ders ud ælhacts as may be ncccssary for ths sale of its. interest ül

74 production tom t[c Contraot Aro4 md, except æ providerl in A¡iclc VIIB., shall bo eutitled to ieceive palmtcot
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dirsctly Êom tl¡e puohæer lheræffor its sbtre ofallproduction,

lf my party fails to make the amgçments nsc$ary to take in kind o¡ s6p4atÊly dispose of iE proport¡oDatc

shuo of thc Oil prcduccd from tl¡c Coûtaot Are4 Oierator shalt havo thc ri'gh! subj€ct to the reYomlioq at will by

the prg ovning il but not tle obligation, to pufchæo such oil or seu it to othcrs at aly tiEe md Êom time to

time, for the æcout of tÀe non-taking pafiy. Atry suoh puchæe or sale by Operator may bc temi¡a(çd by'

Opçrator upon at l6t tetr (I0) days rvdttdn notice to úe ou¡cr of said pmduction md shall bc subject ah%ys to

the right of the owsr of tho production upon a.t lcðt ten (10) days w¡itteu notice to Operator to exeroise at atry

timo its dgbt to tal(e in ki!4 or sepætely dispose o!, its shrc of alt Oil not previously dclive¡od to a pucbæer.

Aay puchæe or salc by Opentor ô1 üy other p&ty's shue of Oil slalt bo only for such ræsonablc periods of time

æ uo consiste¡t wilh the mìnimu¡r qæds of the indutry uder the partioutæ circmtæcc, but ùr no evetrt for a

pcriod h cxcws ofone (l) yet
Aly such sale by Operator shall be in a armer rcrqmercially reæonablc mder tl¡e oircmstatros but OPemfor

shall havc ûo duty to shue æy existiûg mdket o¡ to obtaìo a prico equal to lltat ¡cæived under æy existing

makct Thc sale or delivery by Opcralor of a non-talcing puty's shue of Oil uder the teN of any cxistirrg

coDtaot of opmtor strall trot givc the ron-talciûg pafy oy itrterest in o¡ make the nol-taking Pdty a Pa¡ty to saíd

contaoL No puchæe shall be made by Opemtor uithout fht givi¡g the non-taking Põty at l%t te¡r (10) days

'.rdttetr notiæ ofsuch intended puchæe æd the prico to be paid orthe pricing bæis to be used.

All parties shalt give tiEely ìv¡ittetr notice to Oporator of t¡eir Gæ muketiag mgements for tho following

month, excluding priæ, ærI shall notifi oper¿lor imlediately in the event of a cbæge in such uægements.

Operitor shall maintain ¡eærds of all muketbg ffiægemctrts, æd of rolumcs aotually sold or træsPolÊ4 which

records shall be 4ade available to Non€perators ùPon reðoDable requcsL

I! thè oyetrt otre or morc pafiesr sepualo disposition of ils s[e€ of the Gæ cas6 split-sEcm deliveris to ss!4ato

pþelines ærUor deliveries uhich on a day-today bæis for æy reæon ae aot cxactly equa¡ to a pa¡tyls ræpeclile proportiou-

ate shhe of total Gæ sales to bs allocated to i! the balmci¡g or accomting betrveeq the parties shalt be in aocordæcc xith

ily Gas balmoillg 8græmÞtrt betweeu the partíes hereio, whether such u agrceueot is attaohed 6 Exhibit I'E'r o¡ is a

scprato agreemetrL Operator sl¡all g¡vo notice 1o all parties of tle ñrst sales of Gæ Aom my wcll uder üris agriemenl

tr@

afÆent

4ire€t+*e**et@Cgã1

y*

ARTICLDYII.

E)(PENDITURES ÂND LIABILIIY OT PARTIES

partoership, joint veohre, ageucy rclåtionship or uooiation, or to lender thc partiæ liable æ parhrers, co-Ve¡tüçß, or

prinoipals, In thoir rclations with each other udsr this agænen! the parties shall not be æroidcred fiduciuies or to lave

established a oonfdential rclationshþ but pther shall bo Êæ to act oq æ mfs]etrgth bæis in aæo¡dmcc wjdr tleir own

respeotive sctf-irteresq subjec! howsvc¡, to tho obligatiotr of tfie parties to adt h good fríth in tleir dealings with øch other

with rGpoctto activ¡tiæ hereuden
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I E. Liens and Secuity llter$b¡
2 Eac:u party Cmts to tùe othc¡ putis hercto a lien upol uy i¡terest it irow orrx o¡ he¡eaîç¡ ær¡uircs in Oil æd Gæ

3 Leö6 md Oil md Gð Iriterests in the Cotrtact Arc4 md a secuity hterest æryor purohæc ¡noney secuity intere-st in my

4 interst it uow ow or hc¡e¡.frc¡ acquire in the porsonal propedy æd lxtues on or used or obtai¡ed for ue in comectiou

5 tberewitb, to seoue perfomantè of atl of its obligariom ulder 1lús agræmcnt including but not linúted fo paymeùt of eq:ense,

6 interst ffid fees, th€ ¡roper disbusement of all Eonies paid hereunder, the æs¡gment or relinquíslrnent of intcrcst in Oit

7 dd Gæ Læses æ rec¡uired hereuder, ud the proper performuce of operations hereuder. Sucl¡ licn æd security iltçrcst

8 græted by each püty herelo-shalt includo such puty's leæetrold bterests, vorlcbg ideræts, opemthg rlglts, æd royalty ãrd

9 oveniding royalty intersts in tbe Cotrtact A¡ea now owed or hereafrer acquircd ud in læds pooled o¡ uitized tberewith or

l0 otheviso becomiog subjcct to this agreemen! the Oil md Gæ whçn cxtraoted thclcñom @d equílmmt situaled t¡ereotr or

11 ued or obtained for usa itr connection therewith (ircludíng lvíihout l¡DiþrioD, all w€Us, tools, md û¡bula¡ goods), ud accouûts

!2 (includhg, without limitatioo, accouts uisiug Êom gæ imbaluæs or Êou tl¡o sa.le of Oil uüor Gð at the vellhsd),

13 contmct rights, hvelfory @d gcneral intangibles relating ther€to or aisiog therctom, md all prooeeds æd products of the

14 foregoingi

15 ilo perfeot th€ lien md secuity agrcemert provided hereir, each puþ here-to sha[ execute ud aokoowledgc fbc recording

16 supplsment æd/or æy ûnmcing statement prepæd æd. submitted by uy party hcreto . in cwjunction herewith or at æy timc

l7 foltowing execution hereo! æd Operator is autho¡ízerl to flc tlús agrccmeot or thD recordiÍg supplemcnt executed he¡ewith æ

18 a liotr or Eortgagc ín Sre a¡plicable fe¿I estatc records Ðd æ a fuæcing statedeot u.ilh tlre proper ofEær uder ths U[ifonn

19 Come¡cial Code in the state iu ìThioh the ConFact Area is sjtual€d md sush ol¡er states as Operalor shall deeÈ appropria(o

20 to perfæt thc seouity iDterest grÐted l¡ereuder. A¡y pa¡ry nray file tlis agrcgEent, ttre rccording supplemetrt executed

2L hcrcwitb, or such other doouenb 6 it deem necessary æ a lien or oortgage in the applicable real estatc rcco¡ds md/or a

22 f[oci¡g statemelt vith the proper ofñær uder the Unifom Comsrcial Code.

23 Each party rcprcenb aod varub to tbe other parties he¡eto fbat tle lier æd secuity Lrter6t gmted by suoh parly 10

24 the oürer ¡utiæ shall. bo a fint md prior tier¡ æd eaoh paty hereby agrees to maintâin the priority of said lisn md secuity

25 interest agaüÉt all pesoos acquiriug m intolest in Oil æd Gæ Lcæes ud loterests covered by tl¡is agreemeot by, through or

26 uder such parly. All parties acquiring m itrtercst iu Oil a:d Gö Loæ6 æd Oil æd G6 l¡teresls ævered by this agreemenl

27 whether by æsigmcn! merg€r, mortgage, operatíoû of law, or otherwise, shall be deemed to , havç takeÂ subject

28 to Ée lim æd s€cuity interest gæted by this Articla Vtr,B. as to all obligatioas attibut¿ble to suoh interesl lìereudcr

29 whether or not such obligatious aisc before or a.fre¡ sch intcrest is acquired.

30 To thc extent that parties havo a secuity inter6t uder tho Unifom Conuerciil Code of tbe stale ítr \ì'hich t¡e

31 CoDtact área is situated they shall be entitlcd to exçroise tlro rights md ¡emedies of a secued püty udcr t¡e Code.

32 The bringi¡g of a suit md the obtaining of judgrncnt by a party for the seoured fudebte{Íncs shall not be dæmed m
33 election of ¡emedies or otheil¡se affect the licn rþbts or secuity intcrest æ secui6r for tto payneDt theræf, lrt

34 additio4 upon default by my püty in tbs payme[t of Íts shafe of eq)eß6, inteHts or fees, or upon tho improper use

35 of finds by the Operator, the other parties shall [Âve the right, viLhout prejudice to other rijhts or rcmedis, to coUect

36 tom the purchæer the proæeds ûom the salo of suoh defaultitrg pãtys sharc of Oil md Gæ until the mourt owed by

37 suçh parly, plus iûl€rest æ provided íÃ rExhibit q" h6 been received, ud sl¡all have t)re right to ofsot the uomt
38 olred against the proæeds Ëotn the salo of suoh defaultiog puty's'shao of Oit md Gæ. .$l puchæers of production

39 may rely on a notificqtion of defaült ûom the no¡-defaulting püty or parties statiog t¡c mout due 6 a result of t¡e

40 de&ülÇ ær1 all paties waiye uy recou¡so avaitabla against puchðers for relcæing productiott prooeeds æ provided in

4L thisparagrapb-

42 If ay puty fails to pay its shüc of cost ì,ithin oDe hwúed twetrty (120) days aier rendition of a statement therofor by

43 Olefato¡, the non-defaulting partís, inohding Oporator, slEll upoD requßt by Operator, pay thc 'upaid mout in the

44 proportion that fho intcr6t of Ëoh suäh party bca$ to the íntercst of all suoh parties, The moutt Paid by sach parly so

45 paying jts shue of the upaid mout shall be secucd by tha liens Þ¡d secuity ríghts described in A¡ticle Vtr.B., ud each

46 paying paty may independcntly pusue my remedy available hereudcr or othcsise.

47 lll my püty doæ not perfomr alt of its obligÊtioDs heremder, æd the failue to perfom subjccts such party.to foreclosurê

48 or executlon proceedings pußwt to tJrc provisions of this ag¡eeEeû! to tbo efe¡t allowed by goveming larv, the defaulting

49 party waivc my available right of redemption from md afrer tho dato of judgmen! my required valuatÍon or appraisemetrt

50 of the mortgagsd or secued prcpely prìor to sale, my available right to slay executío[ or to rcquirs a ma$halhg of ösets

51 od my requlred bond in thc ayctrt a receiver is appoiuted, In additio4 to ths cxtcnt permitted by applicablo lal',' @ch Party

52 hereby grots to thc othcr parties a poì{er of sale æ to my propely that is subjcot to the líen ed sccuity riglrts græted

53 lereuder, such power ûo bc exercised h the mæner provided by applioablc law o¡ otl¡esisç in a comreroially ¡eæouable

54 mmeraduponreæonablenoticc

55 Each pady agreos that tho otlÌcr pafies sLall bo eûtitted to utilizc thc prcvisious of Oil md Gæ lien law o¡ othe¡ licn

56 law of uy state b vhioh the Contract Area is sitüaied to erfo¡æ dìe obligatioDs of ea0h pãty hereuder. Widrout limitlng

57 tho gcnemlity of tlro foregoing, to the eÉsnt pomi6ed by applioable law, Non€pcntols a.g¡ce that Operator may invoke or

58 utilize tho uechæic, or Mtoriatrcn's lien law of the state itr vlúch the Cotrlract Area b situated in order to socurc lhe

59 palment to Opcrator of æy sum due hereunder for seryices pcrfomed or matcrials supplied by Opeator.

60 C. AilYanccs:

61 Opcrator, at Íts election, sh¿ll have lbo right ûonr.time to tiuo to dsmad æd ¡ecoive tom one ot morc ofthe other

62 paties pa¡ment in advmce of their rcspect¡ve sbscs of üro estinated momt of the expcroo to bc incued in opentiom

63 hereundcr duing the lerl sucæed¡Dg month, rvhich ríglrt roy be exercised only by subníssion to each such puty of m

64 iteruized stateñent of suoh $timated expe6e, togcth{ with ar invoice for its d¡uc thereof. Each suoh stateEe[t æd invoice

65 for the paytrtetrt in advmoe of cstimated expeue slmll be subnitted on or beforc the 20tl d¿y of the qext preoeding uonth.

66 Each prty sbotl pay fo OpÊrator its proportionate shd€ of such estintatc withÌn fiffeen (15) days after Such estimato æd

67 iuvoii:e is reæived, Ijf my püty faits to pay its stùe of said cstiroato withÍ[ sald tioe, lic mout due shall bw htc¡ist æ

68 provided in utìl paid. Proper adjuhuert shalt bo madc monlhly between'advæcçs mal actual cx?etrse to tho e¡d

69 thafeactrputyshall ber æd pay its proportionatc shac ofactual expenses incwed, adno nrore.

70 D. Defaulti and Remcdies:

7t ' If my pa¡ty fails to discbrge my finmoial obligation uder tlis agreerrenÇ including ltithout linit¿ion the failuro to

72 make uy advmce udcr the preædilg AItiolo VILC. or æy othcr provisior of this agreemeo! vithin the period required for

73 such paymeot heremder, tlea'in addition to the ¡eúredies proyidcd itr Article Vfg. ot elsewhero ín this agrcemen! the

74 remedies speoifed below sball be applicable. For purposes of this A¡ticto VII'D., alt notiws ud elections shall be dclivcred
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1 ody by Opontor, cxæpt that Operato¡ shall dcliver ey suçh nolica md cloction requested ly a Ãoû-defautting Non-Opcmtòr,

2 æd lvhetr Opemtor is tho party itr defaulg the applicablc uotic* æd clectíoro cm bo delivcred by uy Notr-Oloratoi

3 Eleòtiou of æy one or more of tle followirg rcnedic sha¡l rct prcoludc tl¡c subscquent Ec of my other romody speoified

4 below o¡ othe¡wisc availablo to a non-dcfaultilg pdty.

5 t. Susoension of Rishts: Aoy prty may deliver 1o the Darty ir defar¡lt a Notíæ of Defar¡l! which shall sp€ciry the defrult,

6 specif, the action to be taken to cuc tle dcfaulg æd speciff ülat ñilue to talc such action will rest¡lt in the exeroise of one

7 ormo¡eoflheremedíesprovidedinthisA¡ticle. Iftlsdefault¡snotouedwithhúiry.(30)daysofthedeliveryofsuch
8 Notice of Default, all of the rights of tho dcfairlting paly gøte.d by this agreenrent may upon rotice be s.uspended util the

9 dsfault ís cued, uithout prejudice to tbe riglrt of rhe non-defaultbg pùty or parties to coDtinuc to €trforço tho obligations of
l0 the deiàutting pdty previously acøued or therealer accruing urdcc this agrcemclt If OpeEtor is the palty in defa¡tt, t[e
11 Nor-Opentors shall have in addition dre dght, by vote of Non-Operaloß oMiûg ¿ Eajority h i¡t€rst ia thc Contract A¡ea

12 a.fter excludiug the voting inte¡est of Operator, to appoint a rew Operator effeetivc imêdìalely. The riglrts of a dèfaultìng

13 puty rbat Day bc supended hercuder at tho el€ctioÃ of the uou-defaulti¡g parties shall hclude, without limitatior, the rigbt

14 to ¡eceive infomation æ 1o ey opcratiou conducted hereuder duing the period of suoh default, the ¡igbt to slect to

15 palticipale ¡[ u opention proposed uder À¡ticle VLB. o1 this agreement, tl¡e rîght to partioipale ir æ operatior being

t6 oonductcd under this ageement even if the pãty has prcviousty eleoted to paficipato in such operation, æd tbq dght to

t7 rscaivc proceeds ofproduction ûom my vell subjeot to this ag€euent.

18 2. Suit for Dmages: Non{efaulting partÍes or Operator.fo¡ tlìe betrefit of tron-dcfaìftiug parties may sue (at joi¡t
19 acoouDt expcÂse) to ællect tl¡o mouts itr defaul! plus hter$t amilg on thc mrouts rccove¡ed Eom t¡e date of default

20 util tl¡c date of çolleotion at ihe rale specifierl in Ëxhibit rC" attachcd heroto. Nothiog hcrein shall grcvent dy parly tod
2f suhg ey def¿ulting pùty to colleot mNequential dmages aæruiùg to such puty æ a result of thc dcfaull

22 3. Deemed Non-Consenf The non-defaulting party may dcliver a w¡i[en Notice of Noû-Consmt Eleotion to tlte

23 defaulting paty at uy time añer 1åc exairation of tho thidy-day cue period following delivery of î¡s Notico of Defaull in

24 vhioh evilt if the billing ìs for the dritliug a new vell or thc Plugging Baok, Sidetrackíng, Reuorkiag or Deepeoing of a

25 'well which is to bo or has bæn plugged æ a dry hole, or fo¡ the Com¡letion or Re@mpletion of dy.lyell, the defaulting

26 pdty vill bo oorolusivoly deemed to haye electod ûot to pa¡tioipato in thc opcration Ðd to bc a Non-Comonting Prty with

21 rspect tlìereto under.Afiolo VLB. o¡ YLC., æ The øp may be, to t¡o exteÂt of tbe æsts uopaid by suoh pütl',

28 notwithstmdìng'any electiotr to lartioipats theretofo¡e nade If electioÂ ¡s nade to prcæcd uder this prcvisiou, then dro

29 non-dcfaulting patie s may trot elect to sue for Î¡c upaid mromt pffiumt to Art¡ole VllD.2,
30 Until tho delivery of such Notiæ of Non{oosetrt Electio¡ì 10 thc defaulting puty, such püty sha[ haye úe right to çure

31 its default by p"ying ib mpaid shüe of costs plus iÂter$t at tbc ¡ale set fo¡th in Exhibit "C," provide( howovcr, such

32 payment sha.ll not prcjudice the righls of the ¡ou.def¿ultiog padies to pune romedies for duages incuned by the non-

33 defaulting parti* as a result of the default A¡y iqterst relinquishcd pusuut to thjs Article VII.D.3, shâü be ofqcd to the

34 non-defaulting putiæ itr proportion to theù iÃtercsß, æd thb ¡ondefaulting partiæ eleoti¡g to pùtic¡pate in the omership

35 of suoh interqt sball bs requircd to oooh:lute thei¡ sùas of lhe dcårlted uout upon tbcir ele otion to participate theßin.

36 4. Advæce PavmenÈ If a default is not cu¡cd wilhin t¡ify (30) days of tbe dolivery of a Noticc of Default, Operator, or

37 Non Operaton if Openlor is the defafting pÂ¡ty, may thereafrer rcquire adv4co payrneDt Êonr tlc defaulting

38 põg of such dc&ulting puty's ætioipared shae of ary item of experoe for which Operator, or NorÐpsators, ai tho gæe may

39 be, would be entitlcd to ¡cimbuement under my- provision of this agrcmoa! whethe¡ or Dot such exp€nse rvæ thc subject of

40 ûe previous dofault, Suoh rigbt íacludcs, but is Dot linútcd tq thE ¡i8ht 10 requirc adyece payme¡t for the estiaated cosls of

4t drilling a wcll or Completion of a well ð to which u eleotion to pdt¡cipatB il drilliug or Complction hæ boen made. If the

42 defâultitrg pilty fails to pay tle required adyece pa)DrenL the non-defaulting palies may pwue ily of tho renedis providcd

43 in thc ¡A¡tícle VILD. or æy other default rcmcdy prov¡ded elsewhere ín this agreeurent Any excess of funds advæced ¡enaining

44 when the opemtion is oompletcd md all cosls have beeu pald shall bcprcmptly rctumed to the advmciog puty.

45 5, Costs and Attomevs' Fees: h f¡e event fly party is rcquired to trirg legal prooeedings to suforce my finæoial

46 oblilation of a puty hereuder, the provaling puty Ín such aotioE shall Þe entítlsd to rcæyer all ooud costs, costs of

47 colleotíon, æd a reæonable attomoy's fee, which tle lien provided for herein shall âJso s6curc.

48 D. Rcrtâjs, Shut-in Wcll PayEctrts aud Minimum Royalties:

49 Rentals, shut-in vell paynetrts md minimm royalties which may be required utrdef the iems of æy lease shalt be paid

50 by the prty or partíæ vho subjcctcd such tcæe to tfiis ag¡ecmcût at íts or their exleßc. Itr t¡e eycnt two or ¡nore Parties

51 om md have co¡tibuted htersts in the same Icæc to {ìis ¿greenelt, such partir may designate one of such palics to

52 ¡rakc said payrnetrts for æd on bebalf of alt such pani*. Aly püty may requæ! and shall be eotitled to receive, proper

53 evidencs of all suoh payrueús, Ir il¡e event of failue to amke proper paymcot of my rental, shut-h well PayDèDt or

54 midnu royalty tbrough rnístako or oversight whsre suoh pa¡ment is re c¡uire d to conti¡uo the løc in foræ, æy loss ubich

55 rsults ûom suoh non-pa¡mert shall bebonc in acco¡duce viththeprovisiom ofÁrticle IV.B.2.

56 Oporatof shall noüry Non-OpeElors of the aticipated coDplet¡on of a shut-in well, or tbe sbuning in or rchm to

57 produotion of a produciDg well, at leæt fiye (5) days (excluding Satuday, Swda¡ æd legal holidays) prior to taking such

58 aotÍo4 or at tlrc culis! opportuity lcmítted by oiroumstmc€, but usues no liability for faitue to do so. In the evelt of
59 fa¡lue by Operator to so notiÐ Notr-OpemtoG, the loss of my lease cotrtributed hcroto by Notr-OpeEtors for failuo to maI(o

60 timely payEenb of æy shùt-¡n tyell payment shall be bomo jointty by tho partíes hcrolo u¡der the provisions of Art¡cls

61 rV.B.3.

62 l',. Tus:
63 Begiming vith thc trst calcndu yeu aftor thc effectivc data lrÊreof, O?erator shall rcndc¡ for ad valorcm tüation all

64 property subject to tlús agræûreDt whích by ¡aw shotrld be ¡endered for such tues. æd it shall pay all such t&\cs ðscssed

65 the¡eon befo¡o they become delinquent, P¡io¡ to the renditior date, æch Noo-Opcrato¡ sbâIl fEish Operator infomalion as

66 to burdcN (to inolude, but not be tjmited to, royalties, oveniding royaltíæ aad production paymerts) o! Lcæes æd Oil and

67 Gæ l¡terests æntributed by suoh Non-Opora(o¡. If the asscssed yaluation of my Leæo is reduced by rcæon of its being

68 subjcct to oulsfarding excss rcyalties, overidilg royalties or production payments, thc reducl.ion in ad Yalorem taxff

69 rnultiag ùereÊom shall inuo to the bencfit of tl¡e owne¡ or omers of suoh Leæq md Opcmtu sha.ll adjust lho ohüge to

70 such oruer or omers so'as to refeot the bonefit of such rcduotioD. If t[c ad ralo¡em taxs ue bæed i[ wholc or in part

7L upon sepffite valuatioDs of eaoh party's vorki¡g ioteresq úren notwithstanding uytlúg to the cotrtrary herein, chagc to

72 tbo joint aæout shall bo mado ad paid by tlo pafies hereto in accordmcs with the. tax value generated by cach party's

't3 ìvorkitrg iat€r6t. Opcrdtor shall bill lhe otler palies for thcir pro¡ortiorlate draes of alt tü paJmetrts in tho mmer

74 lrovided inExlribit'rc.rr 
_
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I If O!êrãtor consideF Ðy tu ös6sÃrotrt ünproler, Operator ìDay, at its disælioll protest within thc time ud muer
2 . proscribed by law, ad prosecutê the protcst to a final dctcm¡nation, unlcs all parties agrea to abudon the protes! prior to filal
3 detemiqal¡o[: Düitrg the pEndency of adminisû'ative or judicial prooeedings, Operator may elect to pay, urdcr protbsL all such taxes

4 ad 4y iDtcrest md pemlty, WheÂ uy such proteled ðsessDelt shall have been filally dsteEitre4 Opentor shall Pay the td fo¡

5 rhe joiot aocout, together wittr my i¡tcrest æd penalþ aome4 ed the total cost slÌall thfl be æsesed agairst thc partis, ud bo

6 paid by theul æ provided in Exhibit "C.rl

7 Each party shall pay or ÉEe to bo paid all production¡ scycruæ, excise, gat¡erbg md othil taxes inposed upon or rvith respect

8 to the prcduction or hædling of such puty's s[ue of Oil md Gæ prcduoed uder the tcms of this aglæmenl

9 A.RTICLEYItr,
IO ACQUISITION, I\{AINTENANCE ORTRÄNSFER OT'INTERNST

1l A,SurrcudcrofLrass:
12 T¡e L66 0ovæd ¡y r\is agreement, Íßofù as lhey embrace acræge in tlìc Contracl â¡ea, shall not bc swqdered i¡ vhole

13 or in part unless all parties coDseÃt î¡ereto,

!4 lfowever, shonld æy pãly desire to iunender its iùter6t in my Løe or þ my portiou tlereo4, such ptrty sñall givo written

15. notice of tbc proposed suficuder to all pafies, md the parties to ahom such notice is delivered shalt havo úirty (30) days aîcr
t6 ' delivery of the notice within which 10 nodry Íre Dãty prolosing the suende¡ rvhether they elect to coment lhereto. Failure of a

17 pdty to vhom suoh iotice is dclivcred to roply withi¡ said 30-day period shall. conslitute a coosent to the swender of the Leæes

18 described in the notiæ. If all partic do not agræ or cossetrt thereto, the paty dæiring to sufiÐder sbail æsign, wid:out exprcss or

19 implied waty of tittq all of its i¡tcrct ir suoh Leæc, or polion tlereo!, æd my well, mate¡ial ud equþment uhich may be

20 loøtcd thcræn æd aiy righls in production thereañer serucd, to tho parties not coßqrtiqg to such suendq. lf tbe i¡tcrct of the

2L æsigning party is or includes m Oil æd Gæ ltrterest, llro æsignilrg pdty shal ü€cute ùd deliyer to tle laty or lartics not

22 conscntíng 1o such smcodcr æ oil æd gæ leæe coverÍng such Oil æd Cö loterest for ¿ tem of onc (1) yø md so long

23 thercaûer æ Oil ud/o¡ Gæ is produced ñom the lmd covE¡od thqeby, such Ie6c lo bc ou tl¡s fom attachcd hereto 6 Exhibit "1."
24 ' llgot suoh ðsiguent or leæ0, lho æsigning paty shall bc ¡eliåved ûom all obligations tlore aîer amÍ¡g, but rot thcretoforc

25 accrued, with ¡6pect to 1¡e iatcr6t æsigncd o¡ leæed ad tbe operation of æy rvell atbibutablg $€rcto, ¿nd the æsiguiug party

26 shall [avs qo ñ[tber inte¡6t in the æsÍgned or ¡eðed pEßiscs md its equipEent and produotion othsr 1¡ræ úe royalties retained

27 in my leæe made mder tlrc tems of this A¡ticle the party assiglìee or l6see shall pay to thc puty æsignor or lessor the

28 ¡øsonable salvage value oft[e lattcds interost io æy well's salvable materials snd equþment athibutable to the 6s¡gûed or leased

29 acreaga ïbe valuo of all salvable matqiats æd equipment shall be determioed in accordace vith the provisions of Exhibit "C," fess

30 tltc estimated cos! of satvagi¡g æd úe estimated cost of pluggirg ad abædoríog æd ¡estori¡g the surfacç. If such value is lss
3f thâ¡ such cosls, thetr the püty æsignor or lessor shall pay to tho püty æsigûeB or lessee 1!e mount of such deficit If tlto

32 æsigm€qt or leæe ís in favor of ¡rore thu o[e party, dìe ínte¡est shail be sbæd by suoh partim in the proportio¡s that ths

33 iDlerest of each be[s to the total ¡nter$t of all suoh partis. If thc inte¡sst of tLe pa¡tis to wlron tbe æsigment is l,o be made

34 vaies according to depth, lherrthe htercst ðsigned sLall similalyreflect suoh vöiuc6,
35 Aay æsigmeot, Ieæe or smnder m¡do udor this provision slrall not reduoe or chuge tho ðsigtrorrs, lsssols or suendering

36 pùty's iDtorcst õ it væ imediately before tho æsigumeaÇ lcæe or sucnder in the balæce of tho Conü-aot Are4 ud the aorcago

37 æsigncd, Iøed or sucndered, æd subsequent opentions thereon, shall ¡ot the¡eafrer bo subject to úe tem md provisiore of this

38 agæmeot buì shall be deemed subject to m OpemtingAfeement in the fom of this agrecment

39 B.Renewel orErtersiotr ofl,cas6:
40 - .U æy party secqqq m-Oil æd Gæ Lme or Interest subject to this agrecmenÇ then all eth*puties
41 x'Jihl Sielq¡#Iåd"$låHB $I,f,f[äå or a Epracmert rröe rakol berore oxpiralion of m exisrins t¡æe,

42 . pronptly upon cxpiration of úe oxisting Lease, Ttre partiæ notified shall bavc tbe right for a period of thiry (30) days followiog

43 delivery of such notice in uhich to oleot to participate in the ownership of tho ¡cnewal or replace[e¡t Lease, insofa¡ æ such Lcæe

44 afects luds ìvithin úc CooEact Are4 by paying to tlæ paly who acquíred it their propgrtioaate shdes of dre acquisition cost

45 ailoøtcd to that part of such Læo within f¡e Contact.A¡eq wldch shall be in proportion to t¡e intenst held at rhat time by tte
46 parties in the Cont¿ct fuea, Eaoh puty Ìrho pãtioipats in tho puchæo of a ¡c¡cwal or re¡lacemert IÆæe shall bo givcn ar

47 æsigment of its proportionato i¡terest tbereh by the acquirhg party,

4ç If sone, but l*s thar atl, of tl¡c parti6 elect to putioipate in tho purchæð of a renswal or replaæmelt Le6e, it shall bo owtred

49 by lha padies who el€ct to partioþato thercin, iu a ntio bæed upon tlo rolationship of lhcir rcsþcotive pcrçcntaga of particþation in

50 tbe Cotrtacr A¡ea to lhe aggregato of tho peruntages of partioipation rn ths Contact Area of all parties palicipaliag in the

51 puchæe of such ronowal or replaoement Leæe The acquisition of a (enewal or replacsme¡t Lsæe by Ðy or all of tle partic Lereto

5r,_ shall not caue a readjustnent ofdrc interests of fhe parties stated in Exhib¡t "d" but ay renew¿l or replacemcnt Leæe in which

53 Iss tlìal a¡l parties el€ot to particþale sbalt not !e $bject to this agreeE€Dt but sball be deencd subject to a sepüate Operatíng

54 Agleemert in the fom ofthis agreenonl

55 lf the hterests of the partia Ín ûì6 Contract Arca vary according to dcpth, then their right to particþatc propodioqatcly in

56 renewal or replaceoent Leases ud their right to receive al æsigrment ofiuteræt sball also roflcct such depth vuímces,

57 Tllo provislons of this A¡ticle shall apply 10 rcncvval or replaéement IÆ66 v/let¡er tbey ac for thc entiro i¡teræt covered by

58 the c'çiri[g lÆase or coyet only a portion of ¡ts æa of æ ioterest ther6iD. Any ¡cqelal or rcplaceEcnt IÆðo fakon before tlÌe

59 expinlion of iß prcrfeccssor fuæ0, or tal(etr or coûtracted for or beconing effective wifür síx (6) ûro¡ths affer the cxpißtiotr of the

60 existirg Leæe, shall bc subjeot to this provision so long æ ilris agreement ís in effect at the tinc of süch acquisition or at the tine

6i thc re¡ew¿I or replaæment Leæe beæoes efteotivo;.but ily Leæe takol or contracted for morç tåæ six (Q noutlx after the

62 expiration of æ existirg Lcæe s[al[ uot be deeued a renewal or &placemeût Leðe æd shall ¡ot be subjcct to the provisiom of this

63 agreeme[t.

64 The provisions in this Aficle shal also ba applicabls to erlensior ofOil æd Gæ ]-eææ,

65 C. Acreage or Cæh Conhibutio¡s:

66 \ryhilc t¡is agæmlnt h in forcc, if any party coDFacts for a mtrbibution of cæh torvads the drillbg of a velt or my other

.67 opemtion on ths Confract Ärc4 such conhibution shall bo paid to tbo puty wùo cooducted the drillirg or other operation æd shall

68 bo applied by it against tho cost of such drilling or other operation. If the contibution be h tl¡o fomr of acrcage, the püty to whon

69 the conûibution is made shall ploEptly tef,dcr an æsignment of tbe aæagc, wítirou¡ wffiilty bf t¡tle, to the DrÍllirg Partlos in tlrc

70 proportions said Drilli¡g Pa¡ties shaed the cost of &illing the velt, Sueh aoreagc shall bccome a s€pdato ConFaot AJea ud, to the

7l extent possible, bo govemed by provisÌoro idcntical to this agreement Each paty shall pronptly nodry all odÌer parties of æy

72 acrcago or câslì cotrtibutioos it nay obtab h sryport of æy well or ay other operation on thc Contsact A¡e¿ The above

73 provisioru shall also bo appticable 1o optional righQ to cm acr%ge outsido the Contsct ¿rca which u.e i¡ ilpport of ìrelt d¡iled

74 ilside ConbactÁrca
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lf my p4ty çotrEacts for uy @$idoEtiotr rclaling to dÍsposition of such pa¡ty's shas of substanccs prcduced bereuder,

suoh oonsidemtion shall Dot be deemed a conhibutiou as contemplafed is tlis &ticle WLC.
D, .AssigoncntiÀ{*Ñ+¡S{oR+sþÈ€5+r

[€F tÞe p@r€eeeaet-4teb¡F+@

HFiE-,*€UC

equi@
Every sale, eqcubruoe, trffifer or other disposition Eadc by aby p4ty shall be made expræsly subject to this agIeement

md süalt be madc ìvithout prejudice to tbe ¡ight of tho otlrer parties, æd æy trufe¡ce of m ownenhip ioterel in æy Oil æd

Gæ Leæe or loter6! shall be dee[ed a pdfy to dris agræment æ to the iDter$t conveyed Éom æd aftcr thc. cfeaivc dato of
tho tùsfer of ownership; provided, however, lhat thc othc¡ pilties shall not ba required 1o æcogniæ my such salc,

eucubræce, tÐsfe¡ or otller dispositÌotr for uy purposo heremdçr util thiriy (30) days aîer thcy have reæived a copy of thc

instment of bæfe¡ or other satisfætory evideoce the¡eof it rvriting ûom the træsfercr or træsf€ræ. No õsigment o¡ odrer

disposition of inlerst by a party shall ¡tlievc such paty of obligatìous previousþ incurrcd by such party hercudcr with ¡cspect

to fhe ilteres! ù'üsfered, including vithout linritatÍo¡ the obligation of a pety to pay all costs atÍibübblE to m operation

conduotcd lereude¡ ìl whÌch suoh pãty hð agreed to partioipate prio! to makhg such æsigmetrq æd t!.e üen dd secüity

bterat grætert by Articlc VILB. shJll continuc to budcq t¡c iDterest tilsfctred to secue paymetrt ofæy such obligations.

?re€æds{heÉ€*
E. \{aiver of Rights lo Partition:

If permitted by tlre larvs of fle state or stats in vbich lhe propdy covered hereby is located, cach püty bcrcto ovning æ

udivided i¡te¡qt iu tlic Cont¡act Área waivs æy ud all rights it may have to partition æd haye set side to it itr scvemlty ils

udivided íuterest therein.

Irl*referefttid¡¡gb+1s+{ëåæ
E-€pt¡m¿;egiækifapplie¡A{e)

@

efâÊieF€F-{åg

I

ryaRrrcLED..
. INTIRNÄLREVENI]ECODEELECTION

Il for fcderal jnæms tax purposc, this ag¡carûeÂt md úe operatior he¡eudcr as regudcd æ a parhcßhip, æd if tltc

pafics have iot otheryise agreed'to fom a bx parhers[ip pusmt to Elúbit trG" or othor agreem€nt between them, each

party the¡eby affected elects to be excluded from the applicatíon of all of the provìsioos of Subohaptcr rIÇ' Chapter l, Subtitls

"A.u of lhe Intemal Reveoue Code of 1986, æ Metrded (rCode), æ pemitted æd authorized by Section 761 of tle Code ud
thc regu.lations promulgated ibereuder. Opefator ¡s zutùoriæd æd dùcoterl to erteøto oû bchaif of eæh paty lereby afeoted

such cvidence of this election ð may be required by dro Seøetary of tho Treasury of the UÂited States or the Fede¡al l¡lemal

Revenuo S€ryice, includirg specifically, but not by way of limitatio4 all of thc rctus, statcmcnls, ud {re data required by

T¡eöury RegulatioÃ $1.761. Should thoro bo æy rcquiremolt that. caclr party horeby affcoted give fitrther evideuæ of tlils

electio4 each such pãty shall executÊ such docurenb ¿nd lmish such odrer evidcnæ æ may bo required by the Federal htcmal

Rsveaue Sewico or æ may bo ncmsary to ov¡dctræ this election. No such pady shall give ay notices or taks æy other aotion

hconsístent with tho clection umde heroby, If æy ¡rescnt or fuúa income tü la\ys of tlÌa state or states in whioh the CoDlraol

A¡ea is located or ay fttue income t¿y laws of tl¡c United Stats ænlain provisioro sinrila¡ to drose in Subçhapter

1, Subtitle "Á,il of the Code, mder which m eleotíon similæ to that provided by Sectjotr 761 of tbc Code is permitte( %ch party

hereby affected shall Eake such election æ may bc pemitted or required by such laus. In nalcing tho foregoing elec6ou, each

such puty states that drc income derived by such pùty ûom operatiore he¡euder cm be ader¡ualely detomincd witbout tho

colnputation ofparhemhip taxable incomc' 
.aRTIcLDx

CLII}ÍS.ÀND LA\VSUITS

Op.erator may settle uy single mínsured thi¡d põty dmago claim or suit uising froor operatioos hereudø if the expenditruo

dosnotexceedfuDollm($59'l0Q0;90-)udiftlrepa¡mentlslacoñPletesettleüent
of such claim or suit lf thc æ1omt requifed fof settlemeût exæeds fic above mouÇ the parties hereto slEll æsue æd f¿lço ove¡

the firlhcr bædling ofthe claim or suit, uriless such authorit¡r is delegated to OpeËtoc All costs md exponses ofhardling se$ling,

or otherwise dischugingis¡ç¡ cla¡m or suit sÄall be at úo joirt expense of the patics participating in the opemlion tom vhich the

claìm oc suit ilisos. If a claim is nrade against my party of if my puty is sued oq âooout of ily matter ilising ûom operatiom

hercundcr over u,hich such individual hæ no cont¡o.l becuse of lho rights givel Operator by t¡is agrccncDt, suoh paty shall

¡mredial€ly noüry dl otlrer partiæ, md thc olahr o¡ suit shalt bo ücatcd as ay oth6 claim or suit itryolving opemtions hrcmder
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I ARTICLE)(f.
2 TORCEI\4AJDURE
3 If æy pãty is rendercd uablc, wlrolly or in ldl by forcc majeüe to carry out ils obligatiou udsr this agræEoÂl other

4 than {re obligation to indcmifr or make DoDey payments of fmish security, tùat puty sLa[ givo to all other pafiies

5 prompt \+titteÂ Dotiæ of the force najeuo yJ¡th reæonably firll particttlus c¡næmiDg iq thereupo4 the obligatious of tbe

6 puty giving the uoÜæ, so far æ they ae affccted by the foræ najeure, shall be rupended duing but ûo longer thù, tho

7 oontinuroæ of thc force majeue. The teror ¡'fo¡ce majeuqn æ here employed, sl¡all oeu u act of God, sùil(a, Iool(out, or

8 ot[er industrial dishrbeco, aot of the public onemy, wa, blockade, publio riog ligbteting, fte, stom, flood or ot]¡er act of
9 Datue, cxplosion, govemeutal action, goylmental dela¡ rætaínt or íuaction, uavailability of equipmenl ad ay other

10 cause, whetfior of the kind speoifically eumerated above or othetrise, vhÌch is not rcæonably vidrin tho mntrol of tbe p{ty
Il claimingsuspeasiol

12 Thc a.fectcd party sl¡all ue all ¡cæonablo dil¡getrco to ¡eoove tlo forcc nrajeue siû¡ation æ quickly æ pncticáble. Tho

13 requirement tltat uy foroe roajoure sha-ll bs ¡emedied with atl ¡eæonablo dispatch shall not require the setile¡rent of shik€s,

14 looleuts, or othcr labor dificulty by the paty iuvolved, cont¡ary to iG wishes; horv all such diffcr¡ltics shall be twdlcd sbail

15 bc entircly witLiu the disqetio[ oftÍe paÉy concemed,

16 ,ARTICLE)(IL
I7 NOTICES
l8 All rotic* authorized or required bettcel tho patios by uy of the provisions of this ag¡eemenq udss ogreruise

19 speciûcally provide{ sllalt bc iu witing ed deliye¡ed in person or by Uniìed States mail, couier service, tslegræ, telcx,

?0 lelecopier or my other fonr of facsinile, postage or chdges prepai4 ud add¡essed to such parti$ at tire addresses liled on

2L Þd¡ibit ".4-n All fclephone or gral nohces pcmitted by ttris agleeDìent shall bc contrmcd ìmedialeþ tJreraler by vritten
22 notico. The origi¡ating notiæ given mder any p¡ovision hercof shall bo deemed delivered only uhen receivcd by the pafty to

23 whom such aotice is directed, æd tbc lime for such paty to deliver uy aotico in rapome thereto shal ru from the date \
24 the originathg noticc is ¡eceived. nReceþt" for puposes of thìs agrccmcnt witl respect to witton nirtiæ delive¡ed heremder

25 sha.ll bo actual delivery of the notice to the add¡ess of Îåe prty to bo trotificd specified in acco¡daæ with üris agrecment ol
26 to the telecopy, facsimile o¡ telex machine of suoh pilty. Tho sccond or æy rsporoivo ¡rotics shall be deemed dolivercd vhet
27 deposited in tåe United States mail or at fhe ofEce of the couier or tÞlEgraph'scrrico, or upotr tÐsmittal by tèle¿ telecopy

28 or facsimilq, or wheû perso¡ally delivc¡ed to úe pâ¡ty to bo ¡otifed, prcvide4 tlut vhcn rcspoNc is required within 24 or

29 4E how, such reponse shall be given orally or by telephonc, tetex, telËæpy or other facsimile within suoh periorl Each paly
30 shall have the rþt to chdge its ad&€ss at aûy time, æd tom time to tinq by giviog vriüen notico thereof to all other

31 parties, If a lalty is trot available t0 receiye rotica orally or by telephone when a pùty a$empb to deliver a notiæ required

32 to be delive¡ed within 24 or 48 houn, the notice uay bc delivored in uritÍDg by any other method speoified herein ud shall

31 be deeoed delive¡ed in the sme mmøprovidcrl above for æy respolsive trotice.

34 ARTICI,D )trIL
35 TERMOFAGRDEMÐNT

36 This agræment shall remain in fi¡ll fo¡cc æd effect æ to tho Oìl ild Gas Leases mcVor Oil md Gas lltcrsts subject

37 hc¡eto for tho period of timo seleoled below; proyided, howcver, no pdty hereto sball sve¡ be oomûucd as having uy ¡igbl title
38 or intcffit in o¡ to æy Leæe o¡ Oil ä¡d Gæ I¡rte¡est contributed by æy other paty beyoud the tem ofilris agreeueoL

39 E@ iE

40 f€re€{s+Èany?EÉ€f* ise;

4L Ef Option No. 2: In thc cvent {re wcll described in i{¡tiolc VLÂ, or uy subsequent wo[ úilled uder my provisÍon

42 of this agreemenl results in tbe CoDDletion of a vell as ¿ well oapablc of produclior of Oil ud/or Gæ in paying

43 qumtitíes, this agræmcDt sbBI¡ confinue ín forçe so .long æ æy such well is capable of production, md for al
44 additional pcriod of 90 days therealer; provided, however, 4 priof to tle e4riration of suoh

45 additional ¡eriod, o¡c or norc of flrc partics hcreto ac engaged írr d¡illing Rewo¡kiqg Deepening Sidehacking

46 PluggiDg Baclq teslíng or atteDptìlg lo Complete or Re-complste a well of vells heremder, this ag¡coDrcnt shall

47 contÍnuc in force util such opËntíons have been completed Ðd if produoEon results thereftom, úis agreement

48 sha.ll ooqtinue itr force æ prcvided hereir ltr drs eve¡t tbe well d6oribed in Afticle VLA, or my subsequeot voll
49 drilled hereuder, ¡cr¡lts h a dry hole, rud uo otüer well is capable of prcduciog Oil md/or Gæ tom ttro

50 Contract AE4 thig agr@E@t shall temínato u¡lss d¡illi¡g, Deepedtrg Sideuacking Completiug, Re-

5l coupleting Pluggiug BaclcorRcworking operations re oomencedrilithin 90 days tom the

52 date of abædoment of said well. "Abodoruireqt'r for such purposc sha.ll mø either (i) a decision by all pafies

53 not to conduot uy fruther opemtioro on the lroll or (ii) the elapse of 180 days from the conduot of my
54 opentions on thc wcll, wbichevcr fist occm.

55 T.ho temlnatloÃ of this agrænflt shall not ¡elieve ay puty hereto from my expcnse, liabifty or otåcr obligation or uy
56 remedy fÍorcfor Ìvhioh hæ accrucd or attached pdor to the date of such lcmi¡ation.

57 Upon temination of this agreemelt md tho satisfaction of aü obligatiotr hereuder, in the event a memormdu.m of thís

58 Operatfug Agreemcnt hæ been fled of rocord, Operator ¡s autlorized to flc of rerc¡d il all rccessary recordbg of6æs a

59 notiæ of ler4inatior¡ ud cach party hereto agre6 to execute such a notioe of femitratio[ æ to Opcrator's interest, upon

60 request of Op€rator, ifoperator has satisfied all its fiaoial obligariou.

6l ÁRTICLE)SV.
62 COMILIANCE IIITE LA'WS AND RTGIJLATIONS

63 A. Larvs,RcgulatíousaudOrders:

64 This agreeúent sball be subject 1o ihe applicable laws of ths state in uhich lto Co¡tract Area is looated, to the valid rules,

65 iegulatioas, ud o¡dc¡s of uy duly corotiûrted regulatory body of sâid slatc; and to all other applicable federal, state,

66 md local laws, o¡dirmm, rules, regulations ud orden.

67 B. coYcrnirgLaw:
68 This agræoent m¿l all mattes pertaining hereto, inoluding but rot linited to Datters of perfonmce, non-.

69 perfomucc, breaoh, remedies, ¡rocedues, riglrls, duties, æd interpretatiol or coretructio4 shall bo govemed æd

70 dctemi¡ed by the law of the state ìn which the Conhact Area is looated, F*e ge*ræt *e¿ is ¡a b''

7L t$e lan óf ÉHtate ef så€+geleE
'12 C, RegdatoryAgeucies:

73 Nothbg hercin contaìned shalt grut, oi bc coutrucd to g¡æt, Opemtor the riglrt or authority to rvaive or releæe æy
74 rights, privilegcs, or obligatioos vhich Notr-Opemtors nay haye under fedeml or stalc l¿ws or mder rulæ, rcgulations or

- 16_



A.A.P,L. FORM 610 - MODEL FORM OPERATING AGREEMENT . 1989

órders pronulgated uder suoh law in ¡efo¡etcc 1o oil, gas and mt¡eral operalions, iaoluding tlte location, operatioq or

produotion ofvells, on ùacts ofscttìng or adjacent to ths CoDhact .Arca

Wifi respect to the opentioro hereudcr, Non-Opcmton agree to rcteæo Operalor ûom uy ud all losses, duages,

injuics, olaims md roes of act¡otr üisitrg out o! iuoÍdent to or resultiDg directly of indirecgy ûom Operator's iûtoryretation

or application of rules, rulings, regulations or orde¡s of the Depa¡tile¡t of Etrergy or Fede¡al Energy Regularory Comissioa

or prcdecssor o! suççosor agenciæ 1o tåe exteut such interprotation or appliøtion wæ made iu good faith ad do€s Dot

coNtitute goss negligenæ. Each Non-Olerator û[dror agree to rob[bme Operator fo¡ such Non€peratols sùae of
production or uy r€ñDq fne, Ieyy or other .goveroental sarctiotr tlEt Ope!âtor may be required to pay æ a ¡csult of such

m iDcorect iûterpfehtlon or applícation, togefher vith bteGt ud penalties tlereon owing by Operator ö a result of such

iÂcotrect interyretation or application

ARTICLEXV.
MISCELLANEOUS

¿., Executiotr3

This agreomcnt shall bo bindÍng upon each Notr-Ope¡ator wlretr thir agroçmert or a oouteryart tlte¡èof hæ been

execut€d by such Non{perator md Operator notwitbstdrding tlnt this agreement is trot theo or thereafter executed by all of
tbe partie 1o vhioh it È te¡de¡ed or vhioh æ tisted on Ex¡ibit "ll' ö owni¡g m futerest in tåc CotrtEct A¡ca or which

oM, in facl æ iDterst in tho Cotrtr¿çt A¡eâ- Operator Inay, lowevcr, by writtcn lotioe to aII Nol-Oper¿lots who have

beæEe bound by thls agreement æ aforesai4 given al æy tine príor to the actual spud datc of the I¡itial lvoll but in no

eyetrt latq thm ñve days prio¡ to the datc spcoified in A¡ticle VI..d for comøoommt of tle Initial Well, temimte tltis

agræEent if Operator ín its sole disqetior dctemires tJrat there is iroufEoient partioipation to jutif comencement of
drilling operations. In the evetrt of zuch a temrioatiotr by Operator, all ñrther obligatioro of tho partis hercmder, shall ceæe

ð of such temlnatiotr. l¡l the event my Noù-opsÉtor hæ ¡dvæced or prepaid my shuc of driJling or ôthe¡ costs

hercudcr, all sw so advæced sball be ¡etrmed to such NoÂ-OpeEtor without iqtercsL Io tho event Opemtor proæerls

with drilling operatiom for tho l¡itial lfetl without the execution hcreof by all pcreoæ listed on Exf¡ibit "AI æ baving a

outrent ìvorkhg interest in such wc[ Operator shall indemis Non-Opentors witü rspect td all oosls incmd fo¡ the

Initiat Wcll whioh wor¡ld have beø .chagcd to such persotr uder this agræment if suçh p6o[ had excouled ûIc sme üd
Qperator shall ,¡scçiye all ¡oyenues whioh lrould liave beeu received by such pereon udcr this agrcement if sudb peson Ìrad

executed lh€ sæe.

B. Succcssors ard Assigrs:

This agrement shall be bindiog u¡on ad shall inue to the beneEt of tho parties hereto md thoir rapective hein,

devises, tcgal rcpresenÞtives, sucæssors md æsigns, æd the le¡ms hereof shall bc dcsmcd to ru *ith thc lÆasss or

I¡te¡ets included within the Contr¿ct4re¿

C. Counterpüas:

This i¡stu¡ient may bs exccuted iû my ûmbq of couterpü-ts, each of whiob shall bo cotridered m original for all

PùP0SeS,

D, Scverability:

For tle purposæ of æming or rejectiag tbis ageement æ u cxcautory cotrtract pmuaDt to fedeEl ba¡kuPtcy laws,

this âgreemetrt sl¡all rct be severablo, but ¡ather. uut be æsued or rejcotcd in its eDtirety, ud t¡e failue of ily P{ty to

t¡ls agreeilent to oo¡rply with all ofits fnmcial oblitatiou !¡ovidedrÀq¡in slr¿ll be a material deåulL

OTEERPROYISIONS

SEE NEXTPÀGE(S)
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Attacherl to and made a part of that certain Operating Agreenent dated June 1. 2014,
by antl between Bill Barreft Corporation, as Operator, and Rheage Oil, LLC, Deborah
Spriggs, Tiinotþ Driver, Paul Driver, as Non-Operator(s) coverilg Sections 17 and 18,

' T2S-R2E, Uinfah County, Utah (ContractArea).

ARTICLEXVI.
OTHERPROVISIONS

Recording Supplement to Operating Agreement and X'inancing

1. **Ätlditional Definitions/Ierms**

S. The te¡m "Lat&at'shall mean that jortion of a wellboro that deviates from
approximate vertioal orientation to approximato horizontal orientation a¡d all wollbore beyond such
deviation to total deptl.

T. The term "Horizontal Welll' shall mean a well containing a single lateral in which
the wellbore deviates from approximate vertical orientation to approximate horizontal orientation in
order to drill within and test a specifc geological interval, utilizing deviation equipmen! services
aud technology. This shall i¡el¡fls similar opetations conducted in the reeaty of an existing
wellbore.

U. The term 'Multi-Lateral 'Well" shall -"* " 
well rvhich contains more ttran one

lateral (regardless of how much of tle common wellborg is shared) and in which the wellbores
deviate ûom approximate vertical orientation to apptoximato horizontal orientation in order to d¡ill
withiu and test a specific geological interval, utilizing deviation equipmen! se¡vices aud teobrology.
This shall includo simil¿¡ epetulions conducted in the reenty of an existingwellbore.

V. The tenn "Total Deptlr3l shall apply to all Multi-Lateral or Horizontal Wells d¡illed
pursuaat to this agreement and shall mean the rlista:rce from the surface of the ground to ttre tenninus
of the wellbore. Each Latelal inclurling ihe co--ou vertical wellbole shall be considered a single

wellbore and shall have a couesponding Total Depth. If prrcductiou Êom a Lateral is to bo measurod

separately and ¡rot commiugled in the vertical wellbore fhen eách Lateral shall be considered a
sepæàto weilbore. If the production from a Lateral is to be commingled in the co-mon vertical
wellbore ttren the Lateral(s) and vertical wellbore shall bo considered oollectively as a single

wellbore. When the proposetl is the drilling of, or operations on, a well containing a Late¡al
componen{ the term "Depth" wherever used in tho Agreement shall be deemed to read "Iotal
Meaiured Deptl'' insofar as it applios to such well.

W. For tho purposes ofúis agreement, as to a Horizontal or.Multi-Late¡al well, the term

"Plug BaclC' shall mea¡ an, operation to test or oomplete the.well at a statigraphically shallower
geologioal horizon in which an operation has been or is being completod and which is not within an

existing Lateral

X. The term 'Tertical Welf' shall meah a well drilled, completed or recompleted otler
than a Horizontal 'lVell ol a Multi-Lateral'!Vell.

Y. The term "Open Addítional'Pay Zone" shall meau an operation to aüempt a
Completion in a diffe¡ent Zone(s) within an existing wellbore of a Vertical W'ell without plueging
back or abandonirg other Completed Zone(s); this is not deemed a Recomþletion.

2. Sitlefracking:

Notwithsta¡.ding the provisions of Article VI.B.S, "Sidetacking", such paragraph shall not be

applicable to operations in the Lateral portion of a Horizontal or Multi-Lateral Well. Drilling
opelations which a¡e intended to recover penetration of the target iute¡val which are conducted in a

Lateral, Horizontal or Multi-Latoral Wetl shall bo considered as included in the original proposed

drilling operations.

3. Model Form
Statement:

Eaoh party to this agreemeut ratifies and agrees to execute'a "Model Fonn Recording Supplement to
Operating Agreement and Financíng Statemenf in the form attachod heleto as Exhibit uH"

simultaaeously with ttreir exeoution of tbis agreement, Each party fiuftrer authorizes the Operator to
filo such i¡strument in the appropriate,reoords oftho count¡r or oountles where ttre contact lards a¡e

located ald in the Unifonn Co-me¡cial Code records ofthe apptopriate Secretary of State's offico
and/or suoh othor ¡ecords as may be required under applícable stato law to ñrlly perfect the securit¡r

interests o¡eated he¡ein.
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4. PriorityofOperations:

If at aly time the¡e is more than ono operatíon proposed in co¡trection with any well subject to this
agreemen! then u¡Iess all participating parties agree on the sequence of such operations, such

proposals shall bo oonsiderod and disposed of ür the following order of priorþ:

l. Ploposals tci do additional testing, coring or logging.
2. Proposals to attempt a horizontal completion in the objectivo zono.

3. Proposals to attempt completion in fbe objective zone.

4. Proposals to PlugBack and attempt completions in shallower zones, in asceuúilg order.

5, Proposals to Deepenthe well, in descending order.
6. Proposals to sidehackthe well.

Parties electing to do additional testing, coring or logging which is in excess ofcustomary oil freld
praotice as perfouned by a reasonable and prudent operator shall indem¡it the parties uot
particþating agaiast the loss of tle hole. The parties not participating in such additioual testing as

contemplated in Article XVL4.1. above shall not be entitled to receive the logs and other data

lesulting ûom such tests. Ater the additional logglng, coring or testing is performod, each

participating aud non-participating party shall fhen be given a re-election to participate in the next
proposed operation uatil such timo as a decision is nacle by ail parties to attempt a completioa or to
plug and abandon tho well. If the decision is made to plug and abandon the well before a completion ,

attempt has been made, tJre parties who participated in the drilling of ihe well shall be responsible for
their proportionate share ofthe plugging and abaldening costs,

With respect to any single well, no party may propose conducting any neu¡ operation on such well
while there is in progress any operation on suoh well until such operation has been comploted.

This provision is intended to apply only a.fter reaching authorized depth or tle objective formation
and prior to completion of a well as a producer and does not apply to any well that has been

oompleted as a producer.

5. Statements and Billings

6. Bankruptcy:

If, following tle granting of rolief un{er the Ba:rkruptcy Code to a¡1y pa$y hereto æ debtor

e held to be e meaning of 11

tJre Operator otherPartY, shall

ot or ary tus aYs from tle date

an order for relief is enteredundertJre Badouptcy Cods as to the rejection or assumption of this

agreement. In the event of au assumption, Operator or said othel party shall be entitled to adequate

"iro¡unc" 
as to future performanoe of debtor's obligation hereunder and tle protection ofthe interest

of all other parties.

7. RÍghts Suspendeil:

If a Non-Operator lms a past-duo balance of sixly (60) days or greater, and tho lien confe¡red in.-

A¡tiole VILB. has been enforced by notice ûom the Opérátol !o the defaulting Non-Operator, for so

long as the affeoted party remaius in defaulg it shall havo no furlher access to the Conhact A¡ea or

i¡fomation obtained in conneotiou witJr operations hereunder aûd shall not boentitlpd to vote on any

matter herer¡nder. U¡rless Operator has been notifierl in wliting by Nou-Operator of a grieva:roe ovet

If the Operator becomes iû default under the terms and conditions of this agreemeirt, the terms of this

Paragraph shall also apply to said Operator.

interest originally credited hereir to such party.
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8. I¡surance:

Notwithstanding any provision contained in this agleemeût to the oontary, each Non-Operator(s) is
required relating to ary drilling or completing of wells or subsequent operations on the Contact
A¡'ea to obtain any or all insu'anoe coverage(s) it desires to protect against risks to which it or íts
inte¡êsts may bo exposed. Suoh coverage(s) shall be secu¡ed at Non-Operator(s) sole cost and will
proteot and insuro only Non-Operator(s),and its interests. It shall be tJre responsibility of Non-
Operator(s) to provide Opemtor with a Certifìcate of l¡sularce.

9. Elections as to Priority ofOperations:

Anything hereinaboye to the contary uotwìthstanding, the eleotiou to test and complete shall take

precedetroe ovor aû election to Deepen or sidetaclç au electiotr to Deepen shall take precedeDco over
an election to sidehack antl an electiou to sidetaclc shall take precedence ovel an election to plug
and abandon.

10. Maintenance of Uniform Interest:

In the event auy party hereto creates a uecessity for separate measureneut facilities by virtue of any

encumbranoe or cotrveyatrco, the assipee shall alone bear the costs of aoqlrisition, operation,

maintena:rcs and repair ofsuch facility.

11. Well Access anil Infornation:

12, Open Additional Pay Zone:.

is proposed in a w Pursuant to Alticle M.8.2,
tle proposal must of tÏe combined working
interest of all eús ote shall be binding on all
Consenting Pa¡ties, ald the costs ancl expenses of such operation to Opon Additional Pay Zone(s)

athibutable to the Noq'Consenting Parties shall be added to the amounts to be recouped by t]re

Consenting Parties pursuant to Artiole VI.B.2(b)(ii).
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1 ûr.l IVITNESS ìryHEREOR this agreement shall bc effective æ oftho 1'3 day of June .

z 2014

Rill Rarrp+t fanrn¡ra+i¡n who hæ prepared and circulafed this form for execution, rqrresents a¡d wan'ants1

6

7

Îåat the form was printed ûom æd, wilh tle oxception(s) listsd below, is identical to rhe AAPL l'orm 610-1989 Model Form

o Operating Agreemen! as published in conputerized form by Forms On-A-Disþ loc. No changes, alterations, or
modifications, other thaq those made by stiketkough md/or insortion æd that aro clcaly recognizablo as ohuges in

, Artioles as amended thereín have been made to tle fomr,

.A.TTEST.ORWITNESS: OPERATOR

Bill Rârrett CnrnôrAtion

By

Mit¡hpìl r Þon¡al

Typê or pdnt name

Title

Date

Vi¡¿ Þracidenf - T.an¡l

Tax ID or S.S. No.

NON-OPER¿,TORS

By

Type orpr¡Dtmmo

Title

Date

TaxID or S.S. No.

By

Type orprhtname

Tids

Dato

TaxID or S.S.No.

By

Typo or prhtDame

8

9

t0

l1

t2

t3

L4

15

76

t7

18

19

20

2l

22

23

24

25

26

27

28

29

30

3l
32

33

34

35

36

37

18

TaxID or S.S. No.



ACIS\TOWLEDGEMENTS

STATEOF COLORADO
CIIYAND
COUNTYOFDENVER

The foregoin$ instument was acknowledgecl before mo this .day of 

- 

20L4,by
Mitch Reneau, Vice President - Land, of BiIl Barrett Corporation, on behalf of said corporation.

Witaess my haad and officíal seal.

(NOTARYPUBLTC)
(sEAL)

STATE

)$
COI]NTY

The foregoing instument was acknowledged before me this _ day of 2014,

$

by as
company.

of on behalf of said

'Witress 
my hand and ofFrcial seal.

My CommissionExpires:

(SEAL)

STATEOF )
)$couNTYoF_)

by
oompaDy.

' 'Witoess 
my hand antl offi.cial seal.

My Co'nm ission Expires:

(NOTARYPUBLIC)

The foregoing instunont was acloowledged before ms this 

- 

day of 2014,
of on bohalf of said

(NOTARYPUBLIC)
(SEAL)
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Exhibit'14,"

'AttachecltoandmadeapartofthatcertainJointOperatingAgreementdatedJunol,2014,byand

between Bill Barett Corporatior¡ as Operator, ald Rheage Oil, LLC, Deborah Spriggs, Tínotlry Drívet
Paul Driver, as Non-Operators.

LANDS SI]BJECT TO TIIIS AGREEMENT. EF'F'ECTIVE JI]IIE 1.2014:

Township 2 South. Range 2 East. U.S.M
Section 17: W2N\f/4
Section 18: ALL
Qealaíning 704.40 acres, more or less

All of the above lands being situated in Uintah County, Utah.

IMTIAI,WELL:

FD 01-18D-2-2

INTERESTS OF'PARTIES TO TIIIS AGREEMEI.{T:

)

3

Bill Ba¡rett Colporation:
Deleted Interests:
Rheage Oil, LLC:
Deborah Spriggs:
TimothyDriver:
Paul Driver:

ss.69s301%
44.284s88%
0.014238%
0.004ss5%
0.000659%
0.000659%

4. OIL ÄND GAS CONTRACT LA}IDS AND LEASES SI]BJECT TO TIIIS
ÄGREEMENT:

Exhibit "A-1'to follow

DEPTH LIMITATIONS:

No limitations as to contact ilea depth.

ADDRISSES Otr' PARTIES FoR NOTICE PURIOSEST

Bill Barrett Corporation
1099 18th Sûeet, Suite 2300
Denver, CO 80202
Main: 303-312-9100
Fax:303-291-0420

RheageOil,LLC
3402 S. EvergreenPl.
Salt Lake Cityr UT 84106-39 49

Deborah Spriggs
182 Bethany Steet
TnmaqSC29349

Timothy John Driver
53 00 Silverheart Avenue
Las Vegas, NV 89142

PauI Andrew Driver
2490 Pa¡adise Village W'ay
Las Vegas, NV 89120

5.

6.

, Page 1 of1



E)GIIBIT "B"
Attactred he¡eto and made a part of that certain Ope¡âting Agreement dated.

luae1,2074,by and betweenBill Barrett Corporation, as Operator, and Rheage Oit LLÇ Deborah Spriggs, Timothy
river, ?aul Driver, as Non-Operators

Producem 88 (Orig. l1/83)

(PAID-UP)

THIS LEASEAGREEMENT is made æ ofthe

OILÀND GA.S LEÄSE

day ol 20_ , Behreen

As L6sor (vhetbêr o¡e or ûors), dd ,æ

Lessec. All printed portions ofthis loæe vere prcpu accs)

verc prepuedjointly by Lessor qd lÆssoc.

t, Deicription. In córsìdcration of acæb bonu inhud paid md the coyerætr hercín conbiued,I-æsor hereby grmts,leðos mdlets dclusively io Lessee lho

following described læd, hereioafrercalled leæedpremises: (ueExhibit "1t''forlong desøiption):

l€rsor or lo l¿sso/s orcdit in to Lessor at
at , or ¡s su@cssors,

described leæed premiscs, tüs leæe also covèrs accrctiou od ay small sEips or pucels of Iæd now or hereafte ¡ omed by Lesor whÍch de codiguous or adjæcût to

the abovc-described leæed premises, md in coroidemtion ofthe aforementioned qshbo¡u, Lesor agre6 to execute at L*see's requol ily additiona¡ or slplemeÂtal
iûstuen6 for ¿ morÞ coirpletc oi acomte dosorÞtion of lle Imd so covered, For the purposc of detsminhg tha ulout of 4y royaltís ôid shut-ir royaltics

hèreunder, thc numbet ofgloss actes above speoiãed shalt be deemed conec! whether aotually more or less.

2. TcE oI Leasc. Tlüs løs shalt bc in fo¡ce for a pri¡ûary teml of _-IJS3I_ Êorll t¡is datc, md for æ long thelcaiÊr ð oil or gæ or other sbstâÁc¿s

æveredhercby uo produced hpayíng quetities ûõm the leæedprruiw tm tæas pooled the¡ewitft o¡ this leæe is othe*ise maintaíned il efrectpmuætto t¡e
provisioro heræf.
3. Payncnts. Îlis is aPAID-UP LEASE. h the event that payments are nec*sitatedby olherprovisions ofthis leæc, Lssee shall pay o¡ tender suchPa)¡menß to

persom tfien or drereafter claiming my part ofsuch paymcnt'

es saved he¡eu¡de¡ shall be paíd by the Lessee to Issor other

at be one-cigbth of such produot¡on, to be deliycred at at tüE

at ovided that Lessce shali have the æatiuuing right to at the

being sold or purchæed by Lessee or royalties on produclion therefrom are Âot oth

capablc ofproducing in paying qumtities, md Lessee's failùs to properly pay sltu

this leæe u¡less Lessæ shall have failed for a Pqiod oftbidy (30) days aner d¡s

therewith within 90 days añcr the oonpletion ofopedioos on such dry hole or wi
oil, gâs o¡ othcr substatrces oovered here by ae not being produced in paying qu

in drilliDg, reworking or Ðy odrer opeÉtioûs rcõombly oalculat€d to obtail or ¡
ae pmsecuted vithno secession ofmo¡e Î¡m90 ætrecutivc days, md if my suo

æ long theræfier æ tbero is produotion in paying çm
qualities hereunder, Lsses sball drill such additional
sme similu oiroumtmces to (a) devolop the leæed

Îb
t0'6,
my ibes here in ad æ to æy one or mo¡c of
this ase or leases in the imediaic vioin¡ty fo
is n do sq md inespætive ofvhether autho

fomcd to include fomations lot produciag oil or gæ, maybo refomed to exclu

the¡cuoder vith other lmd in tbe suro general eø by enteri[g ilto a coopent
T¡ibal autûorig m4 ton timc to timo, uith like approval to modify, chæge or

allocalêd to different portions ofths lud covercd by said plu, then t[o produo

royaltie€ to bô paid hereuder to lÆssor, bs reguded æ havingbæn produced Êo



EXHIBIT "8"
Attached he¡eto and made a part of that certaín Operating Aglgement dated

lune7,20l4,by and betweenBillBarrett Corporatioh, as Operator, and Rheage Oil, LLÇ Debo¡ah Sptitgs, Tirirothy
Driver, PauI Driver, as Non-Operators.

æd thE royalty payEcÂt to bc bc¡eude¡ to læso¡ shall bc bæed upon production only æ so alloca¡ed. Lesso¡ shall fomally cxprs Leso/s co6oÂt to my
æopemtivc or unit plm of developmcnt or opeËt¡on adopted by Lcssec md approved by æy govÖmental agêncy by uecuting the sme upon request of Lessee.

7. Lsser l¡tcrest lflrcssor oru less t¡u the 1¡ll mineral estate h all or my pãt of tüe Iææed premiscs, payment of royaltis æd shut-in royaltics fof æy wcll 0n
my pad oftlle leöed premise or lads pmlcd tleircwith sfiall be ¡cduccd to the proportioÂ tl¡at Lossor's mincral intcrct is suoh part ofthc fcöed prem¡ses bsffi to thc

1¡ll mineral statc in such part oftlc leæed premises.
8. Otvûenh¡p Cùanges. Ths interæt of çitler Lessor or Issee hereuder uay bc ðsigle( devjserl o¡ odresiss fræfç¡cd in whole or in pà¡t, by dca ud/or by

depth or zone, æd tlle riglrts md oblig.ations ofthe ¡artic hereudet shall extend to their respective hoirs, devisees, executors, admitrishatoß, successoß ild æsigns.

No ohmge itr Lessor's oy,Deßhip shall haye tbe effeot of ¡educíng the rights or enluging tle obligations of l¡ssee hereudsr, æd no chmgo in omeship sball ùe

bindiag or Lesseo utit 60 days afterlesses lìæ been fiürished tlre origiual or ærtifed or duly autheotiøted copies, by registered US mail at Læseo's prircipal place of
busioess, of thc docments estatlishing suoh ohægc ofomeship to tbe satisfaction ofl,osseo or ù¡til L6sor h6 salisfied tha lotification requi¡eoetrts contaiocd in
Lsscsrs uual fo¡n ofdivìsior o¡der. In tho cveDt ofthc dcath ofuy pcson entitled to shut-h ¡oyaltics lìcr€udeç Lessæ may pay or tender such shút-itr roya¡ties to

the credit of desæÂdcDt or dsæDdæt's estate in the depository d6ignated aboye. If at ary time tho o¡ more persons re entided to shut-in royaltiæ hrcuder, Læsee

roay pây or tender suoh shut-iu royalties to suoiì !e$oú or to lheif credit in t¡e depository eitherjointly or sepffitely in propoÍiotr to the inter6t which each owns. If
Lessee Eaßfem its iDtercst he ¡emdcr in whole o¡ itr pa4 Lssee shall be ¡elieved of all obligations thereafter aisiDg with rfflect 10 the tmfered ínterst, ad failure
ofth€ faus¡erce to satis! such obligatiol wíth röpect to tbe trÐsfered iûÎercst shall not affcct the rights of Lesseo witlì respeot to æy interest Âot so tæfetred. If
IÆssoc Èæfeß a firll o¡ udiyided inter*t in all or uy portioû of tbe aa covered by this leue, the obligation to pay or t€nder shut-in royalties hereuder sball bo

divÌded bctween Lessee md fhe l¡msfe¡ee io proportion to thenet average intÞrest in tbis leæe thmheld by each.

9, Rele¡se of Lease. Lessee uay, at æy time ud ûori timc to time, deliver to Lesso¡ or file of¡emrd awitten ¡eleæs of this leæc æ to a fru or udividçd interst itl
alt or any portion oft[e dea covered by thi$ l6e or my depths or zonæ thereuder, and shall thereuponbe relieved ofall obligations there after uising with respect to

the intercsl so ¡cleæed. If L6see releæs all or m urdivided i¡tcrst i¡ tess thæ ¿ll of thE eca ævered lìereby, Lesscc's oblig tion to pay or lehder Entals æd shut'in
royalties shall lc proportionateþ reduced in accordæco with ltc net acf@gc interest rotainsd he¡smder.
10. Aucillary RÍghts. Ir èxplo¡iDg fo¡, dcveloping, produoilg ad maketing o.il, gð or ot¡er substaces covered hereby on dre leæed premises oflæds pooled o¡
uitized thcrewitlr, in prínary ud,/or cnbmced ¡eoovery Lessee shall lravc the riglrt of irgress md cgrcss alongvith the right to couduot such opemtioÁs otr tÌte IctrÊd
premisesæmybereæouablynecèssryforsuohpuçoses,hcludingbutootlimite totheexcluiyoriglìttomtrductgeoph)ticaloperalioro,thedriltingofwells,æd
the corot¡uction md use of roads, roals, pipelines, toús, water wells, disposal wells, injection wells, pits, elækic dd telephone lines, power statioDs, æd otber

facilitiw deerred neæssâry by lÆssee lo disæver, produce, stoig teat md/or talsp' in such operations, ûee of cost, my oit gæ, ì{ater
ærVor otler sublancG produoed on l6ed lremises, except water fiom lessofs ve ud egress g¡æted hereby s[all.apply to the enti¡e

le6ed premis6 desøibed in Psaeradr t ¿bõve notwithstrudþg æy pr.tial relmc vith respect fhereto, When requeled by læssor in

s
s

ll.Regulatio[anilDelay.Lessee'so ildordqs ofuy
govemental uthority hàvingJuisdÍ es covoled hereby'

Whcu dritling reworking, production trecssily pemits.
equþmenÇ siwioes, maleria!, water, i¡swectiolì, rioE

strike or labor disputes, or by bability to obtain a satisfaotory mùket for production or failue by purchasers or oæiers to l¡.kE or tffiport sùch product¡on, or by ily
otl¡er cañe not rèæooably vithia lessee's coutol, this leæe shall i¡ot teminatc because of such prevetrtion or dela¡ md at L6s6ers optio4 dre period of such

preventionordelayshall bcaddedtotbetemhe¡eof, Iæssæshall¡otbeliabloforb¡eachofæyexpressorimplicdcoveuætsofthisleæe.vhendri.lling,production
orother operatioas ao so prevented, delayed o¡ i¡tenpte¿ |

oblígallous hereuder. Ír thc evont lhe maÉe¡ is litigated æd therc is a finaljudioial deterni¡atiotr that a breach or dcfault hæ ocowe4 thc tcæe shall uot bo fo¡fcited

or oæelled in whole or h parl unl6s LNec is given a feæotrâble tine aûu said judicial detemilat¡on to remedy t¡c br€ach of deåult ad lÉssee fails to do so. lf
this løc
constiluto
Lpsseç æ
ítrc¡uding
This Paagraph 12 shall not apply to enoreous paymetrt oftental,
13, Warr.aùty of T¡Ue. LÊ
dischilge ðy tu6, nortga
rigbts ofthe pfiy to whom
to Læso¡ hereudq. úr tbe
royaltiæ liereuder, wit¡out interest, util Lossce ha beetr ftmished satisfaotory cvidcoæ tltat such clain bæ beel ¡esolved.

14. Eomcstearl Dxe¡uption. Lessoiheroby exprcssly releases dower or curtsy rigûts and releasæ æd r.vaives all right uder or by yi¡tue of Úo Ï[onestead Excmption

Lavis æ far æ ilrey may itr 4y way affect the purposes for which this leæe is made.

IN WTINESS lì¡EDREO4 lhis leaÊ is execute d to ba effootive æ of thc daJe ftst vrittetr above, but upotr execution slul I bc binding on the si8nalory md tlìÊ

siguatory's heirs, devisees, executors, admilishalon, sucæssors æd æsigns, whetÍer or¡ot this leöe has beetr executed by âIl pafics hereinabove trmcd as Lßsor.

Tax payer IdentificatioÂ of Social

SepuityNo,

STATE O¡'

coüNTY OX'
ÄCKNO\YLEDGMENT

SS. (For ue in all sta(æ))
BEFoREME,theundersígned,¿NotâryPubliqinandforsaidCoutyatrdStatôonthis 

- 

Dayof

Personally apPeared

to me loown to be tho identioal person(s) described in md who executed the within
that He duly executed the same as his fiee and voluntary act

IN \ryITNESS llEEREptr', I lave hereunto set my ha¡d atrd affrxedmy notarial seal the day and year last abovc written.

Notary Public '
Add¡ess

20-

ald foregoíng inshument ofwriting and acl@orilledged to me

and deed for the purposes therein set forth,

My commisslon expires:_



Anacrred herero *u;"á" 
" XJ,T.llTí3í or*"*rlsreement dated . 

'

rneT'2074'bv andbetweenB'lt'""JfJ#äïi"Jí,i".T;'ñ:iö:,*:'::e o''LLeDeborahsprigss'rimothv

STATE OX'

ss.
COTINTYOF'

Boforo mo, tle undersigned, a Notary Public, in antl for said Couaty and Sate on the day of ' .20 -
personally appeared to mo knownto be the identioalperson(s)
described in and who executed lhe within a.nd foregoing instr¡ment oftriting and aoloowledged to mo tlat duly executed the
same as Aee and voluntary act and deecl for tho pruposes thorein set forth.

IN WITNESS WHEREOF, I have hereunto sot rny hand and affixed my notarial seal the day and year last above wrítten-

My commissíon expires:_
NotaryPublio
Address:



CU¡¡S 2005 Accoutiug Proceduc
' RecommendedbyCOPAS

coPas

I
2

3

4

5

6

7

3

9

l0
11

t2

13

t4
ll

l6

L7

18

19

20

2L

22

23

24

26

n
28

30

3l
32

33

34

35

37

38

39

40

41

42

43

44

4s

46

41

48

49

50

51

53

54

55

s6

58

59

60

61

63

64

65

66

. EXHIBII ,. C,'
ACCOUNTING PROCEDURE

JOINT OPERATIONS
Attacbed to Ðd made pârt of
Ojerator.ând Rheâpe Oil. LLC. Deborah SDrisss. Tínothv Driven Pâul Dril'cn rs No[-ODcrntor$

T. GENERAÍ,PROYISIONS

III TIIE IáRTÍIS FAIL TO SELE T ETTHER OND OT COMPTTINC "ALTERNATIVD'' PROYISIONS, OR SELBCT.AIL TIIX
COMPDTING TALTERNATT9E PROVISIONS' âJ,TERr\AITVE 1 IN EACE SUCII INSTANCE SIiâLL BE DEEMED TO EAVE
BDENADOPTED BY TIID PARITESAS 14, RESULT OF.ANY SUCEOIVTSSION ORDUPLICÁTE NOTÄTION.

tr{ TEE EVENT TIIÀT ÀNY "OI'TIONAID PROVISION OIf TIIIS ÄCCOUNTING IROCDDI'RE IS NOT ADOPTTD BY TIIE
ÌARTIES TO THE.â,GRXEMENT BY A TYPDD, PRI¡I-IED OR EÂND}VRÛTEN INDICATION, SUCII PROYISION SEALL NOT

FORM A P.ART OÌ TEIS ÀCCOUNTING PROCEDIJRE, .AND NO INF:DRENCD SIIALL BE il{ADD CONCERNING TEN NTENT
OFTHDPÀRTIES IN SU@ DVENT.

1. DDFIMTIONS

Ail tems used in this Accomti4g Procedure slrall. have tlre following meaning, unlcs od:cvisc expressly defined in thc AgrccDoÀt:

èAffiliat¿" meæs for'a person, mother penon $at conhols, is @trkolled by, or is uder comioû æDtrol with lhat penon. In dris

dofi!¡t¡on, (a) ænhol n:eæs tle omcËhip by one persotr, directly or indirecdy, of more than ffty percent (5070) oftho voting seourities

of a corpor¿tion or, for other persotrs, tho equivalent owneGhip inlerest (suob as pa¡hre$hip hterðls), ild (b) 'þersotr" ncils a
iodividual corporatior, parheffhip, tut, 6tato, uincorpomt€d orgariation, æsociation, or other legal entityi

"Agrcemenf' .neæs dre operating agrecDent famrout agreement, or other coritract betweetr the Pãties to wl¡¡ch t¡is Acæutilg
P¡ocedure is attached.

"Cpnkollabtc Materialt mems Malerial that, at ti€ liDe of åcquisition or disposition by ths Joint Account, ås appticable, is so clæsified

id the Mateilal Cl6s¡fiætio0 Moual nìost recctrtly rcconnncndcd by the Coui:oil of Petolcm Accomtanb Societies (COPAS).

'tEqua.lized Frc¡ghP mrus the procedure of ohüging tâsportation cost to tbo foint Acøut baod upon $e distanæ Êon tho neaest

Railway Reæívbg Point to üre propefly.

"Exctudcd.Anoulf'neffi aspecified excludedtuokÍng æroutmostrecently rccommendcd by COPAS.

"F¡cld Olfics' meaìs ¿ structure, or portion of¿ stsuch[e, whether a temporary or pemlment hstallatio[ the primary frrnction ofvbich is

to directly sewe daily opemlion ðd ûaiÀtena¡cc activitics sftbc Joint PropÊly ild which seva æ a staging aea for directly chageable

ficld persomcl.

"trirst f,evel Supery¡s¡otr" nems those emp¡oy€es yhoso prÌmary ñ¡natiotr itr toiìt Operations is üe direct oversight ofthe Opemtor's

field employe* ud/or contact labor directly'employed On-site in a field operating capacity, lint Level SuBeryision fuuctions may

inolude, but üe not limitedto:

. Rcsponsibility for field enployees.aûd contact labor engaged in activities thât car inoludË field operations, maínteoance,

cóustruclion, wdl rcn€dial Ìvorlq oquipment nrovement ad dtilling
. R*pousibility for day-to-day direot oversight ofríg operations

. Respons¡bilityfor daylo-day direct oversight of corshuction operat¡ous

. Coordínation ofjob prioriries md approval ofwork proccducs

. Responsibility for optímal ¡esouce utilizatÍorr (oquipmenÇ MaterÍals, penonnel)

. Resporsibility for ureeting p¡oduotiotr ud field operating expense tagcts

. RcpresgDÞtion of the Partis in local malters involving conuruity, vcndors, rcgulato[y agqÌts md lmdomers, æ a incÍdental

part of the supcrvisor's oporatíng resporoibilities
. Rspoß¡bility for all cmergency responses with field staf
. Rapomibilþ for irnplmenting safcty æd envir,omeutal pnctices

. Resporoibilíty for fiold adberence to coinpæy policy

. Rmpomibility for eurployment decisioos a[d perfonnanc.€ appmisals for feld personnel

. Ovemightofsub-goups forfield fucdoß suoh as electflcal, safety, e[virotrmental, telecommunications, which ruay ]rave group

of teafi lcade$,

'Joiot Accoune' meils thc æcount shoìùing the ohuges paid æd credik receivod in the cotrduct oftlìo Joi¡t Operatioro that tro to be

shued by the Partic, butdm not hclude proceeds alûibutable to hydrocüboru md ùy-products produced urdcr the Agleemeut,

"Jolnt OperationC' mear all operatiou ncc6sary or proper for the cxploration, aþpraisal, developorent, produotiorq proteotion,

maintcnarce, repair, abædoMeÀt, æd restoratioo of the Joiût Propefly.

\
COPYRIGHT @ 2005 by Coucil ofPetroleuro Accourtants Societies, Inc. (COPAS)
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"JoiutProperþ" roeæs tJrc real md persoml property subjectto tl¡eAgreetrÌenl,.

"Larvs" noms æy laws, rulæ, regulations, decrecs, md ordcrs of the Utrited StÂres of AmeriË or my state t¡ereof æd all othcr

goven¡reutal bodi6, agéncis, md otlìsr authorities lravingjuisdiction over or affeoting flte provisions cotttained in o¡ the t¡æsactious

conternplated by tho Agreemeut or tlre Puties ard their opcrations, vbether such laws now eúst or ue llereaftg¡ mrended, enacted,

promulgaled orissued.

..MÂtcr¡al,'tn@s perspÂal pro!erty, equipdent, supplies, or coosumablæ acquired or hcld fo¡ ue by the Joilt Property.

'lIoD-Opcrators" ¡roars thc Pâ¡tis to the Ag¡eeroeût othq dtmt[c OpoËtor.

.,Olfsborc ¡'acilit¡es,'Deils platfoms, surfâce æd subsæ devclopncnt dd product¡o[systoûs, md other support systems 6uoh Ë oil and

gæ budting faciliti*, liviug quaten, ofüces, shops, cmcs, electrical supp¡y equ¡proeat æd systems, fuel üd water stoÉge md piping,

heliport, muino. doolcing insgllalioro, comuication.facilities, navigation aids,.æd otlc¡ sinilu facilitië leæssary il f¡e cotrduct of

offshore operatíom, all of uhich ue located ofühore.

"O{f-s¡tc'ileus æyiooatiou that ìs not coniide¡ed On-site æ deûned il this Àccóunting Proædñ.

"O!-5¡tc' meæs on tlìe Joint Pfoperty wlet it dÍrect conduct of JoiÂt Operat¡oN. Tbe lem "On-site" shall also i¡cludo that portiotr of

O-ffshore Facilitic, Shoro Bæe Facilities, fabr¡cat¡Òo yuds, ad staging aeu ûdnr rahiolt Joint Operations do conducte{ ot other

facilitiés that dircctly ooöbot equipffent oE tho Joint Propcrty, rctudlcss ofvhcthe¡ sucl¡ facilitics aa orvned by flc Joint AcæuL

"OpcratoP mo¡Ds the Parly designatcd pmumt to Î¡e Agcem€nt to cotrduct dÌc Jpint OperalioN'

¡?artics" meffi lcgal ontitics sÌgûatory 10 dts A$ecmclt or tfiei¡ suoccssor¡ and ðsÌgtr, Pa¡tie shall bc refered to individuall¡ æ

'?arty."

.?articlpatiug Intôrcst" nieæ the percetrtage of the costs md risk of mnduc,ting m operalion uder dre Agr€cmetrt thåt a Ptty â3re6,

or is othenvise obligats4 to pay aid beã.

,lParticiprtiDg Pårty'neæs aPrty that approys aproposed operatio[ or otheriljse agrees, or bccomes líable, to pay ild beü a sh4c of

tfie cosls and risks ofoonduoting an operation under the Agreemenl

¡lPcßotral Expeuscst' rueaus ¡einbmed costs for tavel md tcmPomry livhg expenses.

,.Rrthvay Recciyisg Po¡nt" msats the.nilhmd sèust thc Joirt Pmporty for u,lich Êeight rates arc published oYen thouSl d actual.

milhad may uot exisL

,,Shofc Basc ['acilitics,t ueæs olshore suppo¡t facilities tlrat duing Joint Opemtiols provide such seryices lo tho Joint Property æ a

receiving ud tmssluþment poiût for Materials; debatation point for driltfug md production persomel md sewiæs; comnuication,

sclrcduling ild d¡spalchiog æntsÍi æd other æsocialed fiuctiom sqving the Joint Property'

"Supply Store'mears a recognized souce or æmGon stock point fof a givcr Mâter¡al iteil'

,,Techn¡cal Scla¡ces" mea¡s seryicæ.proJidirg speçifiç.engineeriag, geoscieuæ, or ôther profcsslonal slcìllq such æ thoso perfomed by

cnginecß, gcotogists, ecophysioisr, /låtot8rgf,ìPJlf"tll i"iiTlltJi. hædlc specific opcrating conditipns æd prob¡cûD for thc berìefit ofJoitt

Opentions; provided, horvever, Tecbnical Services shall ¡ot lncludc those fluctio¡s speoifcally identified æ ove¡head uder d¡c seænd

¡aragraph of tfic introduction of Sectior III (OwrheaQ,Tcclniaa! Swiøs may be govided by tlrc Operator, Operator's AfülÌate, Non-

Ope rator, Non4pcntor.AfÉliatcs, æd/or lhird partie. 
\.

2. STATDMENTSÀNDBILLINGS

'Tha OpeBtor shall bill Notr-Ope¡alors on o¡ befo¡e the lrot day of thc month for their proportionate itue of tha Joitrt Accout for tho

pæoeding mont!. Sucll bills sbali bo acærupuied by statemcnts lhat identifr the AIB (aüthority for expcndibuc), Icæe or facility, ud all

cldgq Ðd cred¡ts sDrdizcd by appropriate @tegories of iny$heDt ald cx?cnse, Contollable Mate¡ial shalt be sepffitcly identified

æd firlly dccribed in deøil, or at thc Operator's optì04 Controllable Material may be smaízcd by Eajor Material clusificatiorc.

titatrgible drTling costs, audit adjuslnenE, ud urusual chagcs æd uedits shall be septatcly md clealy ideotifiod.

The Operator ûay $ate ¿vailable to Non-Operators dny statementJ æd bills reqù¡red under SÊction L2 md/or Section l3J' (ldvarces

and Púlmnts by the Podies) via email, clecEonio data interchæge, intemet wcbsitcs or othcr ccluivalcnt clechonio media in liou ofpapcr

mpics. The Operator sllrll provide lhe Non-Operalors instructions md my leæssary hfomatÍon to aæess æd rcce¡ve the statenletrts ild
bills within tho ti¡reÊues speciúed herein. A statensnt or billing sbal¡ bE deemed æ delivered tweDty-four (24) hous (oialusiYo of

weekencts md holidays) aterthe Ciperator notifis lh€Non4perator thatthe statenent or billing is available on thewebsite ædlo¡sent via

enrail or electonio data ioterchægc t¡æsnission. Each Notr-Opcrator individually shall elect to fece¡vc statements æd billings

electsodcally, if available fronr tbe Operator, o¡ requqt papsr copies. Suoh electiol ntay be ohaged upon Lhírly (30) days Prio¡ wrítten

noticc1o the Operaûor.
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3. ÄDVÁNCES ÀND PAYÑ1ENTS BY TT{E ?]ÀRTIES

A. Unless othem¡se providcd for in thc Agrecmcu! thc Opeøtor nlay rcqui¡c tho \on-Opciatos to advæco thcir shü€ ofthc astimatcd

cæh ou{ay for the succeeding month's operations wit[in ûfræn (15) days aîer reæipt oftbo advaræ rer¡uest or by tlìe fißt day of
thc l¡outl¡ fo¡ u,hich tlo advarcc is rcquired, wbichever is latcr îhe OpcÉtor slìa[ adjwt cach mont]ly billing to rofloct adyaæs

¡scoived Aou tbs Notr-Operatoß for such month, If a reñ¡nd is due, the Open¡or shall apply the illout to be ¡efi¡nded to tho

subsequent mouth's billing or advuoe, mlcs tle Noa-Operator scnds t]¡c OpçEtor a witlcn rcquøt for a cæh reftod. The Opcrator

shall renit the reñrd to the Noû-OpeBtorlvitl:in frfteen (15) days ofrcceipt ofsxch writtcn request

B. Éræpt æ provided below, eaoh Pag sf:all pay iLs proportÍonate sh{e orar ¡¡us in oir #t[l[Yf*À*1rg auys of rcæipt date. If
palarcnt is uot nade lryitlr-i¡r ber inlerest ærupouded nondrly.ol the prime ratc pËblished*¡.the

ì¡e++*"*+r"ølåXif,f ís delinquent, plu /offie púcentid/"/ô,;er ilurq ortbe nuinrm
coolnct ralÞ pçmittçd by d:o applioabtc usury Law govemiag dro Joint P¡þp

costs, æd other oosts ¡r comection ì{¡th the coUection of urþaid moub.
dísæÉ#ep{È'lirhkrg+?

.@Interestsballb€ginaccningontltefinldayof1hemonthinwhich1!cpayn9trt
vas due. Paynçut shall not bc educed or delayed õ ¿ rsult of inquiries or Ðtioipatod cr€dits uless the Operator ¡æ agreed.

NotwitÍstildÌng tl¡o foregoing, thê Non-Opemtor may reduce paymcnt, provided it tumishc docmcntation æd cxplæation to thc

Operator at the tinro paytrrent is n:adq to thc extot sucf reductÍon is caued by:

(f) bcirg billed at m incotrect ìÌorl(ing interat or Pardcipating lnt€rcst that ís higher thm such Nou4pÊEto¡'s actual worklng

interest or PaÉioipatitrg Inter6t, ð aÞpl¡cabto; or

(2) being bitled for a ûojec! or AFE requiring approval ofthe Partics undcr the AgeeDelt that tfic Non-Opcratof has mt apprcved

or is not otl¡€M¡so obligatcd to pay udcr tltc AgrecDqot or

(3) being billed for a propert¡r in wlüch the Notr-Opentor no longe( oìÀß a \yorkihg bterest, provided tho Non-Operator has

fuEishcd tl¡c Opcr¿Ior a copy of tlo recorded æsigment or lettcr hJieu. Notwithst4ding tltc foregoíng tho Non-Opentor

shall remain resgoosible for paying bills attributûblo to tho interest it sold or trufercd for my bills reodered duing tho thidy

(30) day pcr¡od fotlowÍng the Operalor's reca¡pt ofsuoh ìuinen notice; or

(4) clages outsidc ûe adjurreot ¡eriod, æ providcd in Section 14 ('4dJ6t¿Ents).

4. ADJ{JSTMENTS

/q. Payment of any suoh bills shall aot prejudice 1¡e rigllt of ðy Pady to plotpst o¡ question ùe oorechess {tereof ¡owever, all bills

ad staleDrents, includiog .payout statements, ¡endercd duing my oalendæ yer shall cooolusiveþ bc presmted 1o be truç 4d coÍect,

viith rspeot only to ilpcnditures, afte¡ twotrfy-foü (24) nontbs following tllo end of my such oalendt yea, unl*s withio said

pcrìocl ä Puty takæ speci-Ec detaited witten except¡on tbcr€to making a olain for adjutuenl Thc Operalor shall þrovide a responso

to all winen exceptlo6, vhether or trot oo¡lai¡cd in al audit ¡eporÇ vithin tlre time pcriods prccribed in Sacliotl,S (ExpendíWø

Audlts),

B, .All ad.¡'ushucnts initialed by tlto Olcmtor, except thosc describerf in iteos (1) tt¡ougir l3) ofth¡s Section L4.8, âre límited to úe

twenty-fou (24) nonfi period folloving tbc end ofthe calendu yefi ítr vhiôh the original chago appeued or sltould have aPpeded

ou the Opemtor's Joint Acmut stateúent or payout stoler€ÂL Adjustllents that Day bo madc beyond the twenty-foù (24) monür

pøiod ue lbúted to ad¡'uluents rcr:lting tonr tbe ftllowing:

(l) a physical invcntory ofContrcllablc Material æ providcd for in Section V (/zrerforles olConlrollable Materìo[), or

(2) uoffsett¡Dgentry(vhetfierinwholeoritrpart)tlEtisthedirectrsultofaspecifiojointinterestauditexceptigtrgratcdbythe

Operato¡ relatíng to arothe¡ properly, or

(3) agovcmcnt/regulatoryudiqor

tg å'triffil*Ti#.T{1äåS}ie.3åFå*iîlp"Ë'riic"ffåiÍ,iïidi$fìîAh.d 
ro surracc usc atrd damasc pay'cn6, cûyir.Âmetrrar

5. D)(PtrNDITIJRtr.AIJDITS

A A Non-Operator, upo¡r \¡rit1il notice to the Opentof md all other Non-Operators, shâIl have tho rigtrt to audit dlo OPcmtor's

accomb ad rsoords rclat¡0g to tho toînt Ac@Mt vÌthin the twelty-fou (24) arouth period follovlag the end ofsuch calendr yeu ir
vbich such bill wæ ¡e¡dered; however, conductiug u audit shall not extend lhe tine for the talcing ofwritten exæption to md dlc

adjustnont of aocoub æ provided for in Section L4 (Àdj6t nek!s). Any Party that is subject 1o payout accouÌtÍtrg undcr thc

.Agrcemcnt shall have the right to audit tl¡e aocomts and records of lhc P{ty respoßible for prepaíng the payout slateoeûfs' or of

thc ?a¡g fimishíng iufomation to tl¡e Pü9 resporoiblc for prepuing payout statements. Àudits ofPayout accoùtrts may includo tho

volmes of hydrocubgns produced md sav€d ud proceeds rceived fo¡ srch fiydrooabor as thcy pelaitr to payout accout'trg

required mder the Agreomeut, U¡less oflsrwìse providod in tlc Agrscneûg audits ofa payout accomt shall be cotrducted wiflin tho

agr0e

\{hc¡e thers æ tvo or nore Nor-Opemtoß, t¡e Notr.Ope¡ato¡s slrall matric cvcry rcæonabla efoÉ to oonduot a joiot audit in a

mmer lhat w¡ll rcsult in a minimm of hconvenience to tlìe Operator. Tho Opsratof shall betr no portion of tha Non-Operalors'

audit cos! incured mdcrthis pmgraph unlms agreed to bythe Operator. The audiLs shall not be ønductcdnofc tbm ollcc eaoh yeil

ìvithout prio! approval oftfie Operator, cxoept upon tbo resignation of rcnoval of the Operator, md sball bc mado at t]tc expcu€ of
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thoss Notr-OpoËtoß ¿pproving such audil

Tho Non-Operator leading thc audit (l¡ereiqafter "lead audit conpæy') shall issua tho audit icport within nincty (90) days after

codplctiol ofthc audit tcsthg md æalysis; howcver, tho nìncty (90) day tinc poriod shall not oñe¡d the twenty'fou (24) mo¡dr

requirenrcnt for taking specifo dstailcd Ìrittcn exception æ rcquired ilt Sectiou L4.A (AdJ'ßhenß) abova, All olalm shall bc

supported wilh su6cieot docuté¡tation.

A timely fdod \ilritten cxoeption or audit ¡eport coltÂürfug wittcn exceptions @ereir:añff'lilrittm cxccptioDs") shalt vith respect to

the clairu n¡ade the¡ei¡, precludc dro OpeElor Êom æscItl¡g a st¿tute of limitatio¡s defctrse against such claiEs, md tÍe Operator

hereby waives its right to ðsert ðy statute of limitations defeusc against suoh claims for so lolg æ my Non-OPeËtor coDtinues to

comply with the deadlines for resolviug exceptioro provided in this Accoutíng Proædue. Ifthc Non-Operalos fail to comply rvith

the additional deadliles in Sectiol l5.B or L5.C, lJro Operator's wivèr of its ¡iglrts to 6scrt a statutË oflimitations deferoe against

tho claims brought by thc No¡r-Opemtoß shalt lapse, ud such clai¡u shall tlEtr be sultject to the applicable statute oflimitaions,

providert tlra! such vaiver shalt not lapso in the ovent that tbe Operator hæ failEd to comply with the deadlinæ in Section I'5.8 or

t5.c.

B. Tbe Operator shall Droyide a witten r6loDse to all €xæptions in m äudit report ryithin one hudred eig¡ty (180) days aaer Opcrator

rcceivos such report Denied cxoeptiom should bc accompmied þy a substantivc rcsporue. Ifthc Operator fails to provide sbstantiYc

response to an exæption within this one hu&ed oigrù (180) day period, tho Operator vill o\üe ¡ntercst otr that except¡otr o¡ lortiorl

theræ{, if ultiEalely grotcd, Aom thc datc it reccivod {ro udit ¡cpo¡t. Intorst shall bo calcùIated using the ,ato s€t forth in Scctioq

I-38 (Advøæs and PqJnenls by the Pül(es).

C. Thc lød audit conpmy shall teply to tlìc Operator's rcsponse to m audit report within nincty (90) days ofrcceipt, æd the Opcntor

shall reply to the lead audit compuy's follow-up responso witlin niuety (90) days of¡ecEílt; Prov¡ded, hol\'ever, eachNon-Opemtor

shall have the right to represent itselfifit disagrees with the lcad audit conrpæy's position of bclieves tbc lead audit compmy is not

adcquarcly ñrlñlling its duties. Unlsss otheuise pmvidcd fo¡ in Section 1,5.E, if the Opemlor fails to provide substartivc rcspoue

to 4 exception ï,ithitr this nhety (90) day period, the Opemto¡ will owe interest on that exception or portiou thereof ifuJtimateþ

græted, tom tfie date it ¡eoeived ths udit reporl hterest shall bo caloulated using the nte set fofh in Section L3,B Q4dvøces øtd

Poynents by the Porlíes).

D. If æy Party fails to Dect tho dødlinss in Sectioni l5.B or Ls.C or if ily audit issucs de outstdding fifteen (15) mont$s after

Operator reæivs rhe audit repor| tho Oientor or my Non.Opemtor partiöipating in ilro audit bæ tbË rigllt to call a resolution

seÊtiûg d set forth in ihis S.ection L5.D or it may invoke the dispute resolution pþcedues i[cluded in the Agrcemen! ifapplicable.

Tho mæting vilt roqui¡s ono month's rv¡itteD notice to ürc Operator ud all Non-OpeÉtors P4ticipalbg in t[e audit Tbo neeting

sball bo hcld at tlìc Opentor's of6ce or muhrally agreed location, æd shall be attended by r€proseDtatiYgs of lhs Partias v¡dt

authority to rcolve such ouhtanding issues. .Any Puty who fzils to attend tle ¡æolution mcetÍng shall bo boud by my resolution

. ¡acherl al'the meetirg The leart audit conipily will nal(c good faith etrols lp coordiûatc the respoose md positions ofdte

Non-Oper¿tor panicipmts lnoughout the rsolution lroæss; hov,rsv€r, each Non-Opcntor shall have the right to represent itselfl

Attendees wifl make good faith eforts 1o ¡esolve outstarding isiles, ad sach Pdty will. be requürd to presctrt subsøntive infomation

supporting its positioD. A resolutiofl meeting DEy be held ss often âs agreed to by tll6 !ârties. Issus uuesolved at oDc meeti¡g nray

be discusscd al subscquentmeelings mtil ach such issue is ¡esolved.

Ifthe Ageement coDtai¡s ûo dis?ute rcsolution proccdurs and the audit issues ca¡¡ot be resolYed by negotiation, tha disputc shall

be submittcd to mcdiatior Itr such event, promptty following one Púty's rritt€n rEquest for mediation, the Parties to the disputo

shall choose a mutually acceptable mediator ad sha¡e the cosfs ofnediation sorv.ices equally, The Partics shall each lrave prcsent

at tha uediation at lcüt one ì¡dividual wbo hö thc authority to sottle tha dispule. Tba Putics shall malco reæonablc offods to

ensure tbat the nrediation æmrenæs witlür sixg (60) days of tl¡c date of the nediatiou requct NotwidNtilding tLe abovc, my

puty may file a lawsuit or complain! (1) iflhe Pa¡tics ae mable after ¡easonable cforts, to commcnce mediation within sìxty (60)

days of the date of thc ncdiatiot æquesl (2) for statutc of liD¡tations roasons, or (3) to scek a plelirìinary injmotion or othcr

provisionaljudioiat relief, ifitr its solojudgrûetrt an iljuotior or o0rer prcvisional retiefis necssay to avoid inepaablé durage or

to pressdo t¡o status quo. Dcspitc such aotioD, tha Parties sball æntinue to tsy to rcolve tho disputo by nediation'

*¡thæt+ntæ*;te+he¿o¡tt+.+ææ*

6. ÁÌPROVÀIBYPARTIES

¡. GENER¿LMAÎTERS

'Whcre æ approval or other agcenrent ofthe Parties or Non{perators is expressly required udcr other Scctions ofthis Accouling

procedue æd if the Agreement to whichthis Accouting Proæduc is athclcd æ¡tairu no æntsary provisions in regrd thorcto, thc
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Operator sùall noti$ a.ll Non-Opcrators of the Operator's proposal ed flÌe agreeuent or approval of a flajority iù ì¡te¡st of thc

NonÐpcnton shall be conbolliog on all Nou-Operatos.

Tru*s Se ction L6.A appliçs to speoifia s¡tuatioN of li!úted dration whgro a Püty proposes to ohmge t¡e amurting for chages ûotn

l$at precribed ür tlüs Accouoting Procedura Ihis provision doc not apply 10 ancndnents to this Accou¡ti¡gProoeduc, which ue

coyered by Scotion 16.8,

B. AMENDMENTS

Iftjro Ag¡e€mcrt to w[ich this Accoutiog Proceduo is attached cottaiN no contary Fovisiors íu regud drereto, t!ìs Accourrtiug

Procedw cm be mrended by u afEmrativc vote offe4glbÊI¡lglgIge{ I 757n ) o¡ more Pa¡ties, æeof+r,l¡iolris+eepestsrt

\.ThË ê €emÞhed ürd vJùich app¡oval shall be binding on all Parties,

provided, howcver, apprcval ofat leðt oro (l) Non-Opuator shall be required.

C. ATFILIATES

For tho luposa ofadninisterilg the votìng proæduw ofSeotious 16,A and L6.8, ifPaf¡es 1o this Agreem€nt ae AfEliaJæ of caoh

oüìer¡ tllçl süch Afüliates shalt bc combi¡cd æd teated 6 a shgle Pilty hav¡ng the oombii¡ed worldng intorest o¡ Pütic¡paling

Interq t of such Afñliates,

For the pu¡posss of adrrinistering thc votíog prooedues ¡tr Seotion L6.4, if.a No[€pemtor is u Affillaro of thc Operator, votes

uder SectÍon L6.Ä shall requ¡rc thc nrajority in interst of thc Non-Operator(Ð aûer ucludirrg the intercst of thc Opcrator's

.Afüliare

IL DIRECT CEARGDS

The Operalor sh all clrdg€ the JoiÂt Acoout wjt¡ the followif,g iteùs:

1, RENIÀLSANDROYALTIES

Leæe retrtals ald rcyal tic paid by the Opento¡, on bebalf of all ?a¡tiæ, for ürc Joint Opemtions.

2. LÁBOR

¡|. Salades æd wages, inoluding inceotive'compcnsaliol prog¡ms 4t set fo¡t¡ in COPAS MFI-37 ('Chdgeabitity of l¡centive

Conpeæatlon Progams'), for:

(l) Operafor's field cmployees directly employed oû-site h the conduct ofJolnt OpeEtioDs,

(2) Operalor's cmployces dircctly employed on Sho¡e Bao lacilities, Ofshore ¡acilitie, or other facilities scoing the Joínt

Property if such costs üe trot chuged under Section tr 6 (Equþnent and Fac¡l¡lles Funìshed by Operotor) or æ not a

fi ¡¡ction covered ude r Secnot Íl (Ot e rhe ød\,

(3) Opcrator's employecs providing Fist Level Superision,

(4) Opcmtor's employeæ providing On*ite Techlical Sewiccs fo¡ t¡e Joiil Propely if suoh chuges aa cxciudcd fiom the

overlread ntes in Sectíoífr (Owhød),

(5) Opcrator's employees providing Off-site Technical Serviccs for tho Joint Propcrty if such ofiargæ ae exoludsd ûom t¡o

ovc¡head rates h Seotionfr (Overhead).'

Chages for thc Opera.tor's euployees identified in Scotioo Il2.A inay be madc bæed ol tho entployec's actual salaies md v/agcs,

or in llerr tlrereof, a day ntc rep¡setrting the Opcntor's ¿vÕragc salùies md wagc ofthe oruployæ's specificjob oategory.

Chugc for persomel chagøble mder this Scotion IL2.A rvüo ue forciþ naüorals sha.ll not xceed conpæble compcnsation paid

to u equiyaletrt U.S. employ€s pusuilt to ¡lús Seotion tr.2, !nl6s othecwfse approvcd by the Partiw pusuæt to Scotion

I.6.!^(General Ma|ters).

B. Operator's cost of holiday, vacatiorl sicknðs, md disability bencflts, md otlrer custonafy a¡losmces paid to ernployees vltosc

salries æd ìvages åfo ohügeable to tho Jo¡nt Account udsr Scclion IL2.rq, excludiug severææ paymetrts or óther temination

allowmces. Such costi ude¡ dús Section IL2.B ilay bo chtrged on a 'ïhen æd æ-paid b6if' or by "perccqtagc aisessmçuf' on the

mout of salaies md wages oäageable to Llie Joínt Accout uder Section IL2.A. If pcræntagc assesDrcot is used, ilre rate shall

betæed onlhc Opentor's cost exteri€næ,

C. Expé[ditures or co[tibutiotr made prtrsuatrt to assessñeots inposed by govermcntal autlority tl¡at üc appli€ble to oosts

. ob'ugcablc to tho Joint Acçout udcl Sectiom IL2.A a¡d B.

COPYRIG¡II @ 2005 by Couoil ofPetrolem AcoountrDts Socictics, I¡rc. (COPA$)
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D. Pefso¡al Expemes of penouel whoso salui* and wages æ charyaþlo to tlÉ Joint Accout uude¡ Sectio¡r II.2.A s4lcn the

expensc ae incmed in ærorcction with directly chugeable aotivitìes.

E. Reðonablc rcloHtion costs incucd i[ t¡æsfcning to tlìe Joirt Propedy persorotel whose saluies ud wagc ao ohugeablc to tho

Joint Accomt ùndef Sectìo¡ tr.2.4. NotlvitlEtæding thc foregoing, relocation costs tbat rgsult ûon rærgæizatÌon or mergcr of a

Pdty, or that de for tbe primary bcncft of t¡e Operator, shall not be chilgeablo to the Joint Accout Extraordinary folocation

costs, suoh æ those incuned æ a ¡csult oftæsfon ûoDì ¡cnì-ote locatioru, suoh æ AIæka or oveßeõ, shall rct be charged to tbc

JointÀccount unless alproved by the Puties pu6uæ1 to Sccdon l6 'A(Genera! ùIatters).

F. Traidng costs as'specified in COP,IS MFI-35 ('Cbüging of TraiDirìg Costs to the Joint Accoud) for pusouel rvbosc salaies ad

vages de çhdgeablc uder Seotion tr,2.4- lhis training chage sball includc thc wagcs, satuiæ, F¿ini¡¡g come cosq úd Personal

Expeuses ínoucd during the baining session. T.he tainiug cost shall bc chaged or allocatcd to tho Pfoperty or proPerties dfuectly

benefitilg ûom the tai¡ing. The cost of úo trainbg couse süall not qoæd prevaililg ooNeroial rates, vhere such rdles te
available,

G. Op@tor's ow@t cost of establisbed plau for euployee bene6ts, æ d6cribed h COPAS ¡lFI-27 (Enployec Bcoefts Chilgcôblc

to Joi¡t OÞerat¡ons @d Subject to Percentage Linilation'), applicable to dro Operator's labor costs chrgeablo to the Joilt AccoÐt

u¡der Sectioos tr,2,4 btd B böcd o[ the Opemlor's aotual @st not to exoeed dre employee bcoefits limitation pcrcontage nìosl

rccently rc@roñended by COPAS.

IJ. Ávüd Daym@ts to enployes, iq aæordmce vith COPAS MFI49 ('Aweds to Employe6 md Contactors") for ¡ersomcl vhosc

salui* ud wages ae afitgeable uder Seotion tr 2i.

3. I\'ÀTERI,AL

Material pwhased or irnished by tlc Operato¡ for use o[ the Joilt Propcrty in the cotrduct of Joint OpcÉtions æ provìded uder Scction

N Qllaterial Ptchoses, Tran{ers, ønd ÐisytosÍtr'Øi). Only such Marcrial slmlt bo puchæed for or trruferred to the JoiDt ProPefy æ

may bo required for imedÌate use or is reõonably practical a¡ld cotrsistent Ì'ith effioicqt md ecoromic€I opentions. The accMlufatÌol

ofsurplus stocl(s sholl be avoided,

4. TRAI{SPORTATION

.A- Tmportation of ûe Opemtor's, OpeÉtor's Adiliato's, or æotractoCs pemomel necæsary for Joint OpcBtioDs.

B. Trffiporhtio[ oflliate¡ial botween f]re Joint Propcfy md mother pfoperly, or Êom the Operator's \rüehoDsa or otller stomgo Point

to the Joint Property, sha[ be ct¡dgêd to the receiving properly usi¡g oÂe of t[e ¡ncthods llsted below. Trasportatiou of Malcrial

ton¡ th6 Joint Property to the Oper¿tor's ]yilehoùse or ot¡er storage point shall be paid for by tte Joi¡t Propcfy uing ono of thc

methods listed belosl: I

(l) IftheactuattruclcingchugeislesthuorequaltolbeExcludedAnoutthoOpeËtorilayclÌegcactualtrucldrìgcostora
theorctical chuga fiorn tho Raibvay Rcceiving Point to tJre Joint Properly. Thc bæis for the theoretical chago is the per

bmdred weight chagc plw ñrel sucbagw ftonr thd Railway Rccciving Point to thç Joi¡t Prcp€rty.. Tbo Opcntor shall

coÉistontly apply tlte scleoted altemative'

(2) If tho açtual tuolciag ohrge is grealer thm t[c Broluded Anoml the Operator shall chuge Equalized Frcighl Accessorial

ohugc such æ loading ard urloading oosts, split pick-up corts, dctcntÍon, oall olt chuges, æd Pcrmit fe€s sholl bc chuged

díreotly to tüe JoirtProperty md shalt not be iucluded when oalculatiDg tl¡e Equalizcd Freígbt.

5. SDRVICES

Thè æst of conbact servicÇ, cqu¡pment, md utilities used in drc ænduct ofJoüìt OpemtioDs, exæpt for contmct sewiccs, equipment md

utilities coverert by S ectionllJ. (Oterhead), or Sectiotr IL7 (Afilhtes), or excludcd uder Section lJ.9 (I*gal Etperoe). Awads paid to

ænt¡acto¡s shall be ohageable pusumt to COPAS. MFI49 ('Alvãds to Employe6 md Confactors")-

The costs ofthùd party Tactnioal Servicss ae chafgeablc to tbe øde[t excluded Aom thc overhead Bt6 udet SectiotÚ'(Overheai¡.

6. EQUIPMENT.AND FACILITIES FI'RNISEDD BY OPERATOR

ln tfic absenco ofa sepmtsly ncgotiat€d âgreemenç equipment md facilities fumished by the Ope¡¿lor wiU bc chaged æ follows:

À The Opento¡ shall chuge the Joi¡t Accomt for use of Operator-oMed equipmeDt ard hcillties, including but Dot liDitcd to

produotion.facilities, Shoro Bæe Facilities, Offshore Facilities, æd Field pffices, at rätes comcrouato with the costs of omership

and operalion Tho oost of Field Ofüccs shall ùe chugcable to tho cxlent tls Fistd Offio* provide direct senico to PeGoüel who

ao chugeable pußuæt to Seotion tr.2,4 (Iaóor). Such ratcs nray include labo¡, nrailtcnmce, repais, ot]rcr operating expense,

irouræce, tues, deprecíalion mlng sbaiglrt line dcpreciation metlo4 md intcrot ofl gross iÀvcstrncnt'less acomütatÊd depreoiatiotl

not to cxæed eiohf perænt (. 8 /o) per auum; provided, howevcr, deprcciation shall not bc ohüged $/hcn t¡rc

COPYRIGIII @ 2005 by council ofPekoleùtr Accou¡tants Sooieties, Inc. (COPAS)
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equilment md facilitic ilvcslDsnt lnye bcon ñrlly depreciatcrl The rate r¡ray inoludo an elemeut of the cstin]ated cost for

abædonuenÇ rcclmation, æd disrnudcncnL Suoh mtes shall ¡ot exceed the average oonrmoroÌal rates oureotly prevailíng iD the

imred¡a¡e aea of ths Joint Property.

B. In lieu of ohuges in Se ction tr 6.A' abòve, ttrc Operator may cle ot to üso ay.eEgo coluìc¡cia¡ ratcs prevaili¡g i[ the iMediate üea

of tho Io¡Dt Prolely, less twcnty pe¡ceDt (2070), lf equipnrent ard faoilitia uc cbuged udcr lhis Sectior 116.Ð, ttro Operator shall

adequatcly docuEcnt ild suppo¡t conueroial Ëts üd sha.ll periodically revlew æd update the Ete dd the supporting

docme¡tatio¡. .Fo¡ automotiye equipnenl t¡e Opentor nay eleot fo use mtcs published by üre Petroleur Molor TrmsDort

Association @MfA) or sucbodrerorgæizalion reoognized by COPAS æ úe ofüoial soucc ofr¿les.

7. .A.F¡ILIATES

.d Chùgcs for æ Afûliale's goods ild/or sewices used in opemtions rcquírilg ar AIE or oûc¡ autho¡ization Aon úe Non-Operators

may be mado without ths approvsl of tbc Parties provided (i) ths Affiliatc is id¿nf¡fiod æd the Aûiliatc gæds ud sewicæ ue

spcoifioalty dctailed in dre approvedAFE or othcr authorization, md (ii) thc total æsts for suoL Aûili?te's goods æd scryicæ billed

to such individual prcjcct do not cxæcd $-!åqggJgIl49ll- lfthc tota.l costs fo¡ o Afüliato's goorls æd services chuged to such

iudividual prcjeot {e not spccilicâ.lly detailed itr tlre approled AFE or autho¡ization or excccd such mout, ohuges for such

AfEliate shall rer¡uirc approval ofthe Parties, pusumtto SËction L6 A(GenerøI Matler$.

B, Foi m A.frliate's goods md/or seryices used i[ opeEtions not requiring m AF! or other autlrcrization from fio Noroperators,

clrugc for such Afñliate's goods ud seflicc shall requirc approval ofthc Parties, pwuut to Scction 1,6.4 (Ge,rcral luhtlers), iltJ1o

ch{g6 exceed S 25.000 in a given mlendu yea. .

C. Thc cost ofthe Áffliatç's goods or seflices shall not oxÇçod average coñ$eroial rates prevailiag in the æa ofthe Joint Propcrly,

unlqs thc Opentoi obtaius the Non-Opcraton' approval of such ratcs. Tho Operatoc shall adequatcly dooment æd support

conmercial rates md shall periodically ¡evÌew md updato the rale md ths supporting doowontatioo; prcYidc4 however,

dooutcntatiotr of coumorcial rates shal[ ¡ot ba required ifthc Opcrator obtaix Non€pentor approval of i(s A.füliaþ's ¡al6 or

chuges prior to billing Non-Opentors for such Afûtíato's goods rod services. Noh{itltstanding the forogoing direcf ohages for

AfiliatæMed ooreuication facilities or systetr shall bc Eade pNuæt to Se atiotr.ILL2 (Conminløions).

If th€ Pa¡ties fa¡t to dcsigDâto ü uoult itr Sectio¡s ILTA or IL7.B, in each instmce the @omt deemed adopted by thc Pütics 6 ¿

¡esult of such omission shall bc thc mount established æ the Opomtor's upenditue limitation in thc Agcenenl If thc Agræmcnt

doæ not cotrtain il Operalor's cxpenditure.limitatíon, thc.ðnount deemed adoptcd by the Pa¡tics æ a r6ult ofsuoh omíssìon sl¡all bo

zcro dollars ($ 0.00).

E. DATI4AGES A¡.[D LOSSES TO JOII{T PROPERTY

AII æsts or expensæ ueæssary for tlo repair or replacement ofloint ProDsty rsufting Êonr danags or losses incue4 €xcept to tlls

edeut such dmages o¡ losses result ûom a Party's or Parties' gross negligcoce or witlfirl misconduol in vhich mo suoh Puty or Pa¡tìcs

slall be soleþ liable

Tlre Operator shall fumish t[ç Notr-Operalo¡ trittctr notice of duagc o¡ losses incwed as sæn æ practicablc affer a report hæ been

receivedbytheOpcmton .

9. LEGATEXIENSE

Recording foes md costs of hadling, setttiDg, or othwise dischaging litigatioh, clains, ad liem incured in or resr:ltíng from

operatiols mder the Âgeemetrt, or treHsary to protect or rccoyer lùe Joiot Propcrty, to tLe exlenålejqlitted under tlre Agf€enolìt Costs

of tùe Operalor's or Affi.liate's legal staf or outsidc attomcys, inoluding fees and expenses, ue d'/ilìfugeable-ulexppæveéSy$e
Ptrtl€s+ursÈrg+€{siÉ*I#{@æSæ€¡/ii€fr€+idôd{€FiÊ{ß¡æ n+

strrfâce drmarc orsurface usc nEotíations. rvcll su¡vcys. arcbcolociLl and bofariícal sunpis.
Notwìtlìstilding the foreÈoíng pmgraplù costs fof procudllg abstr¿cts, / fees paif 10 oubide-attomeys for Utls exmltrÍaùo¡s (ucludng

prelinriuary, supp.lemetrtal, shut-iû royalty opinions, diriisior order title opinions), ad cualive work shaìl be chrgeable to dle ex1eilt

pemútt€d æ a direct chdge iÃ ths AgrccEeot

10. TAXESAND?EnIVtrTS

Lll tues àd permittiDg fess ofevery ldrd md uatuig æsessed or levied upon or in ¿oDroction with Ulc Joiut Propcrty, or thc production

thcréfrou, ud vhich havri tccn paid by thc Operator for tle benefit ofthe Parties, iDctudirg penaltiæ ðd ¡nter6t, excePt to tlre exlent the

penalties ad Ínterest rsult ûom dle Operator's gross neglig€ncÈ or willfl:l nisconduoL

If ad yalororu tüos paid by thc Opcratof ro bæcd in whofe or in part upo[ scpüate valuatioDs of eaolì Pdty's lYorldng intercsl then

notwitlutmdÌng ary æotruy provisiom, fie ohags to tho Partiæ wi.ll bo madc ín accordarcc rv¡th t¡e tüva.luc generatsd by each Pafly's

rilorking hterest,

COPYRIGTIT @ 2005 by Comcil ofPeholou Accomtants Societies, Itro. (COPAS)
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Operator's i{fûliate entployees il mattes rcgüdiDg ad Yalorem or oths¡

the Padics puÃuut 10 SecionLí,A (General Matlers).
I

Clruges to tho Joint Aocout resulti0g from sales/ue td audits, ìncluding ext¡apolated ælouts and penalti$ and i¡terst, üc lsmitt€d,
provided the Non-Opentor shall be ¿llowcd to rcvicw tls invoioes ad other udcrlying sowcc doomcils which seryed 6 the bæis for

td chtrges ild 1o dctcDnhìe that the corcct mount of tdes }Iere chùged lo ûre Ioirìt Accoml If tho Nou-Operator is not pemitted to

¡cview suol¡ dooumeotation, thc sales/se lax anomt shall not be directly chrgsd udess drq Operatot cm coaolusivcly doomont tlte

moutowed by thc JointAccout

11. INSURANCE

Net prcmiums paid for imu¡æcc requlcd to bo cuied fo¡ Joi¡t Opentions for the protection of ths Pa¡ties. If Joint O¡erations ac

coÃducted at locations yherc llte Olentor aots ö self-i¡sufer itr regud to iis rvorker's conrpensation ud employer's liability ilsuæcc

obligatiod, thc OleEtor shall chüge the Joi¡t Ac@ht milual ra16 for thc r¡sk ðsmcd in its self-ilsuæca proglu ö regulatcd by the

juisdiction goveming dro Joirt Prop€Éy. I¡l the cæe ofoffshore opemtions iD fedeml waters, t¡e n]ârual mtes ofthe adjacçnt statc shall be

used for pcßomcl pcrfoinrilg vorh On-s¡Îs, ad suoh rales shall be adjusted for offslid¡o opemtions by tlto U.S. Longshoremu æd

Habor Tirorkes (USL&Ð or Jones Act suchilge, 6 alpropdatc

12. COMMI'NICATIONS

Costs of aoquirûrg; leæing, iuta.lling opentíng, fcpairir& æd maintainbg comuíqtior facilities ot systems, iucludilg satellite, mdio

æd microrvave faoiliti*, betwee¡ t¡e Joint'Prclefy md tho OpcntoCs office(s) directly respomible for field operatioDs in acoo¡dmce

1v¡th t¡e provisions of COPAS MFI44 (Ticld Computer ud iomuicat'on Systenu"). If the corouicatiors faoilitics or systems

serving tlre Joint PropÊrty de Operatorcvoed, ohugs to the Joint.A.cæut sbàll bo nadc æ provided in SeatioftÍ-í (Equ¡prent ød
Fac¡l¡t¡es Furu¡shed b¡t Operøtor). E llsø comluimtion faci.liti6 or syslens serving thc Joitrt Properly as oÌvned by the OPsrator's

Af6liale, cûdg6 to thc Joi¡t Accout shall not exceed average conuercial raJes prevaÜng in the [ea oftl¡e Joínt Property, The OPe¡ator

shall adcquately document üd support conmercial Étes ild shall pcriodica.lly rcvicw æd updats the ntc 8d the supporting

docuentation

13. ECOLOGIC¿|L' EIMIRONIIÍENTAI,T ÀND SAIETY

Costs lûcuÉd fo¡ Tech¡ical Se¡vices ud dmling to oonply with ccologioal, cnvlrouleotal ed safety Laws or lmdads reooroendcd by

Ocoupatíonal Saf€ty ild Eealú AdinidsEation (OSHA) or other rçgulatory authorities. AII other labor ud fi¡nctions inçured for

ecologicat, envi¡omental md safety Eattcrs, includirg mæagemenl administration, ud pemitting shall be ævercd by Sectiom IL2

(Løbo¡),Í,S (Senîæs), or Sectíon Itr (Orørlead), æ appliøble.

Costs to providc or have availa¡le poUution contaiment ud rerooval equiprnent plus actual costs of contol md clcæup and resultiflg

responsibilities ofoit ud odrer spills æ well æ dischuges ûonr permitted oufalh æ required by appliebfe Laws, or otherpollution

æntùment md renroval equi¡ment deened appropfìate by thB Operator for prudent operations, ae direcfly chugeabla

14. AIÀNDONMDNI AND RDCf,AI\4ATION

Costs incu¡ed for abudome¡t md rcolmation of the Joint Property, including cosb required byløe agrccmcnts or by LaìTs,

15, OTEERN)(PENDITT'IRES

Any óther €xpotrditure trot oovcred or dealt vith,in thc forégoing prbvisiors of this Sectior tr (D¡¡ec¡ Charges), or in Section III

(Overhead) æl tthich is of dírcct b€treft to ths Jojnt Properiy ad is inowed by thc Operator in lhÊ nec6sary md proper conduot of the

Joíntope¡ations, Clrages made uder this Seolioa lL15 shall rcquire approyal of the Partics, pmmt toSeotioD L6.A(General Mouers),

IIL OVEREEAD

As comperoatlon for rcsb ngt specifically identified æ chagcablc to t¡e toiDt Aoûout lusuart to Sectiotr II (D\reet Chøges), tJro Operatot

sha.ll cbage tlìe Joint Accout in acco¡dæoo vtith t[is Ssotion IIl

Furctions includcd.iq the overhead ratæ rcgrdJess of wletheq perfomed by tha Operator, OperatoCs Alflìates or tlùd parties ard regudless

oflocatioq sball iDolude, butnot bo lüritedtq costs aú expcroes of:

'. wuohouing othe¡ thm for utehouss that to jointly orued urdcr tJtis Agreentent

. design úd drafríng (exceptvhen allowed æ a dircct ohuge uder Sections 1I.13, Itr l.A(ii), æd ltr,2, Option B)

. i$Yente+esstrûoF€h#ge@

. g¡ocucmcrt

. adnrinistratíon

. accountingifd{uditå€

. gm díspatohing od gæ ohart htogration

COPYRICHT @ 2005 by Council ofPctsolemr Aocoutants Societies, Ina (COPAS)
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. hmæ ¡esouws

. nì4agcmcnt

. supe*ision not direcdy ohaged urder Seotiot4'2 (Labor)

. legal sewiæs rot directly chugeable und sr Seclionll9 (Legal Etpewe)

. tüatior\ other thm drcse cosls.identi.fied æ dteody uder Sectior II.10 (?æs ud Pemits)

Éth#-M+àsÞeetios5i+åY¡#ieË
seéf*lys'

Overhead chugcs shall i¡ctudo ìhe saluiæ o¡ wagæ ¡rlus appliæble payroll budetrs, bsnefits, ed Personal Éxpenses of persomel perfomring

overhadfinctiom, as wéll æ oflcc md otl¡errelated expcnses ofovcrheadf¡notio¡s.

1, OWRIIEAD_DRILLINGÄND PRODUCINC OPDRÁTIONS

As æarpeosation for costs inoured but not ohdgeable uder Sçction tr (Direct Chtges) illd Ãot covercd by oúer provisios of úis

Seçtion III, thg Operator shall oltugo on eithel:

EI (Altcrûatiyc 1) ¡ixod RaIe Bæis, SectionnLl.B.

E@Ëor&l-G

.A. TECHMCALSERVICES

(i) Except æ otherwisc provided in Scction tr 13 (Ecologiøl Enlronnænldl, Øtd Sofety) md Sectior ÍJ.2 (Oterheød - Maior

Construct¡on Ød Cotøstrophe), or by approval of the Parties pusuÐt to Section L6.A (Generøl Motlen), tlilo salaies, vages,

reiated payoll burdeus mrl bcnefits, âld Per¡onal Expenses fo¡ On-sitc Tech¡ical Seniæs, including third paty Teclnical

Servìccs:

El lAltcrrative 1 - Dircet) sball bo chagsd !U¡Êg! to dle Joint Accoü¡l

El (,uternat¡re2 gler

(ii) Except æ.otlrem'ise provìdcd in Section ILi3 (Ecologiø|, Enirowrcntø\, ud SaJely) md Section t'I2 (Owrhud - Major

Constructío,t qnd Cqrqstoplæ), or by apprcval oftl¡e Parties pusuat to Scctlon L6.A (GàreralMøíers), tho saluíes, wagcs,

rclated payroll burdero md beoefiË, æd Personal Expetscs for Off-siae Teolnic¿¡ Scrvices, ltreludiog tÌ¡ird putf Techíoal

Seryic¡s:

E! (¿.lteraedrel +ugYeFh

E etlh¡nagYeg 4uÐiÉ

Ø (Alternative 3 -Drilling Dir.cct) slrall be charged dîrcct to the JoiûtAccot¡lt, 9IIXto tlte c*ent such Tecluical Serices

ae dkeotly atEibutable to drill¡ng, redrilling deepening or sidetræliing operations, tlrcugh completíon, tempomÐr

abmdonncnt, or abudom:ent if a dry hole. Off-sitc Tech¡ical Services for all other oPeratioru, including worliovcr,

reconpletion, abædoment of producing wclls, md the consbuctior or expæsiolr of üxed æscts not coYered by Secbin

ilLZ (Overhead - Major Constrctlon ødCølubophe) sbdlbe covercd by tbe over[eadrates'

Notwitlutmding m¡hing to tho conbary in tlús Section III, Teohnical Scrvices provided by OperatoCs Af6l.iatcs ee subjcot to limitatiotx

set forth irr Section IL7 (,4filiates), Chugæ for Techrical porsomel perfomring non-tccluiøl vork shall ¡ot be goveraed by thís Seotion

Itr,l.d butinlead govemed by otherprovisiors oftlüs Aocouting Procedue Elat¡ng to thc tyPe ofrvork bcing perfomed'

B, OVDRIIEAD-FDGDRA'IBBASIS

(1)a. thc Operator sball chage the Joint Accout at thc fo.liot'irg ratcs pcr rvell pcr molth:

Drilling Tlcll Rate per ûlont¡ $ 9.550.00 . (promted for les thm a full month)

ProduoitrgWellRatcpermonth$ 955.00,
(f)b. Tbc ggsm-tïshall charge tl¡e JointAccourtrtthefollowing râtcs pcr rycll pcr mOnth forwells tlrilled to a t0tal dcÞth gr$tcr

Drilling tücll R¡tc pcr môqth $11.500.00 (prorâtcd for lss thatr I full mouth)

Produc¡ng Yl'cll R¿tc pcr north $1500.00

(2) Applicalion of Overhead-Driltirg Well Rato shatl bo æ follovrs:

(a) Chuges for orolroro drillilg wells shall bcgin on the spud date úd temirate otr the datc tlìe &¡l¡¡ng ddlor complctiou

' cc¡uipmcnt ucd on the wcll is ¡clcæed, r,hicltcver ocsus tatef..Chugs for ofßho¡e ånd i¡læd vaten drilLirg rvclls shall

begin on the datc tlre drilling or completion equip!ìcnt uives on loet¡on aud tcminate o[ the dale the drilling or complotion

equþment moves off location, or is releæed, whichcvc¡ occurs frst No chugc sha.ll bo brade duing supeusion of drilliqg

ud/or completion opcratiom for Íftecn (15) or mora consecutivo calendar days.

COPYRIGHT @ 2005 by Coucil of Petrolcu Aocomtaìts Societi$, Ino. (COPAS)
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(b) Chuges fo¡ my well urdergoirg ay þ2e of worliovcr, rcmmpletion, ud/or abudounmt for a period of five (5) or Nore

. ænseçutlve vork-days shall l¡c uadc at tlre Drilling'Well R¡tc. Such cfruges ihall be applied for tlrc period ûoü dato

' opsmtious, vìth rig or othcr urits used in opemtions, comnence through date ofrig or other uit ieleæe, except tlnt no chug6

shall bo made duriog supension ofoperatiotr for Ífteen (15) or morc consecutivo oalendu days.

(3) Application of Overhød-Produoin g Well Rate sball be æ foUowsi

(a) Aa aotive vell that is p¡oducc4 ¡0jected ioto for rcçovery or disposd, or uscd to obta¡rl water supply to suPPort opemtions for

my portion ofihe month sball be comidered æ aonc-well chugc for thc entiro oìotrth.

(b) Each active con¡pletion itr a Dùltiænìpleted welt shall bc considercd æ a orc-vell chage provided each conpletion is

considered a separale well by tbe goveroing regulatory autlm¡ity.

(c) Aone-rvelloJrrgeshallbemadefortbemonthinvlicbpluggbgmd.abandorunentopcratioÂsarecomplctcdonmywell,

unlos t¡c Drilting Well Rale applies, æ provided i¡r Sectiou Itr,l.B(2Xa) or (b). This otrÈYell cbilgo shall be made vhothe¡

or uottbc well hæ produæd,

(d) Atractiyegðwellshutinbecaucofoverproductioirorfailueofapuclræer,procNor,oftlðspo¡tertotalieproduotionshall
be conside¡ed as o one-tcll chuge provided the gæ vell is directly connsctçd to apemtalcot sales outl€t.

(c) Ary well not mccting thE criteria set forth in Seotio¡s IIL1.B(3) (a), 0) (c), o¡ (cl) slmll not qualify for a produoittg ovcrhcad

cltugc,

(4) The weil mtss shall be adjusted on the first day of April eaoh yeu follouÌng tho eflective dato of the Agreenrent¡ provided,

[or+ever, if üris Accounting Proceduc is attâcù€d to of othe$ise goveming Llro payout acæuting uder a fdDout agrcemen! tho

rat6 sball be adjuled oo' the ûrst day of April moh yø following lhe effectivo datc of such.famout agrceorelt Thc adjust$cut

shall bc courputed by applyirþ the adjustilent factor most rcæutly published by COPAS. The adjuted ratæ slall bo the initial or

uende¡l ¡ates agrocd to by tlre Pa¡ties iuç¡eased or deoreæed by üre adjEtlent factor dæcribed hereir¡ for each ycs ûonl the

cffsctive date of such rat6r, in aæordmæ $ith COPAS MFI47 (Adjustmcnt of Ovcrhoad Ratd)'

ppvr?eéuder Seotioo E 9 (Iegel @

d{f@

ef {tbstan€es?ffi hë€d.€@@es¡ætE-{üt
üe leils4 æsesse4 ü4Þeirl EPen dle sherd ¡*des$' üétê dte Jollt Pr€Pslir

(Ð,{Þptleat¡€sefeve!¡i

¡neetie¡+ith;

tüF*+eU*¿eræie-"lÈgMÊ€FÌf erlÉ€YærÞffi t¡e@
{¡tt f retffi lnüy ex?€adlÈs

t++q¡oa¿igrceelwdiæbæd@lrÊ¡fl hff {¡wllis+steemptoled++apnduw

etlor

@

2. OYDRIIDAD-I\ÍAJORCONSTRUCTIONAI\D CATASTROPEE

To compeffate the Operator for overhead costs inouned in coroecrion with a Major Consfruction project or CatæEbphq thc Operator

shalt sithc. negot¡ata a rate Þr¡or to the begiming of thc projec! or shall chuge the Joint Accomt for overhcad bæcd on tho following

r¿lcs for my Major Conshuction project in exccss of tlìo Operatods cxpenditurc lütrit uûdef lhe Agrcanìetrg or for uy CatasFophe

regadlcss of the ærout If tho Agreclrc¡t to whicfr this Aocouting Proce duc È attachcd do6 tot contaiÃ Ð cxpctrditure limig Majol

Consl¡ustion Overhead shall be æsessed for my sirgtc Major Construction prcþct costiag ür excess of$100,000 gross.

COPYRIGHT @ 2005 by Courcil ofPetrolemì Açoou¡fæts Societies, Ine (COPAS)
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Major Couhuotioa shall meu thc const¡uctiol æd imtallation of fxed æsets, üro expusion of fxed æscts, ild uy other project cleüly

disæmiblc æ a fixed õse! required for tha dcvolopßcnt ðd oporatiou of the Joint Properly, or in lhe dinnætlçment, abædomc¡L

lemoval, æd ræloratiou ofplafom;rs, produotiol equiPment, æd ot¡cr openting facilitiesl

Catasholh€ is defncd æ a suddsn o¿lmitoN evont brhging dmagq loss, or d6truotioD to prcPerbr or t[s environmenl such æ. m oil

spill, blowou! explosion, fre. stonn,lunicmq o¡ other disætcn Tle ovcrlread mte shall be applied to thoso costs n€cssary 10 ¡6tore thc

JoitrtPropeny to t¡a equiva¡ent coldition tbaû eústodp¡ior to th€ eYcú

A lfthe OpeEtor absorbs thc coginccring, design æd dmfring costs lclated to tÀe project

- (I) 5 %oftotal @sti if such costsæ less tltu$100,000; Plus

A) ---3-%of 
total co¡ts itr cxN of $100,000 but lss thar $1,000,000; plus

(3) 2 %oftotalcostsirexæsof$l'000,000.

B. Ifthe Opcntor ohuges enginecring, dæign md dnñing costs related to the project direotly to the Joint Account

. llì 5 % oflotal costs ifsuch costs ile lcss tlìu$100,000; PIus

(¿), 3 %oftotalcostshexoessof$100,000butlcssÎhm$1'000'000;plu

Q) 2 %of total costs h excss of $1,000,000.

Total cost shall trreatr fhe gfoss cost of my one projecl For the purpose oftlús pangÉpll tlE coilpoDent parts ofa'siugle Major

Construction project sbalt rct be teated scpratcl¡ mrt the cost of driltirg md worlcovec wclls ud puchæing md inshllbg pumphg

un¡ts ud dow¡holc artificial lift equipnrent shall be cxotuded. Fo¡ Catækophe, lhe rates slìall bo applied to all østs assooíated with mch

single occure¡co ot 9vetrt

On eaci proJect, tho operator shall advisc ilrE Notropcnto(s) h advilce whioh oft¡e abovo optioro shatl apply.

For t[o purposes ofcalculating Calõhophe Overhead, the cost of drilling relicfvells, substihrte wells, or ænductin¡! odtcr well opontions

oirecuyi;sutting iiom the catzstoph¡a evcDt shalt bs includeû Expetrditurss to whioh these Etss apply shall trot be reduæd by salvage or

insuuæ recoyer¡cs. ExpondihFs that qudiry for Major Consüuçtiol or catasbopho overl¡ead shâll not qualit for overhead udcr my

other overlead provlsions.

In tlre event of any coûllict between the provisions ofthis SBctíon Itr 2 ild tlte Prcvlsions of Sections IL2 (¿abor),Í.S (Senlces), ot L7

(Aiì!îal6),the ptovisions ofthis Section III.2 shall govem.

3. AI\4ENDMDNTOFOVEREEIIDRATES '

. Thc overbead ratcs providerl fo¡ in this Scation Itr lnay be duended ûom ti$c to tiDe it, in practico, tåe rate ue foud to be i¡sufioie¡t

or €x0€ssivq if, accordmce rvith thc provisions of Section L6'B (l tißndnenß)'

. 
IV. IIfATDRIAL PI]RCBÀSES' TRÄNSFERS' AND DISPOSITIONS

Tïc operator is respomiblo purchæes' traufers' ad

dispositiors, Thri opcrator s be supplíed by tltcNor

opBrators, at lbe oporalor's wumtis ö to quality'

Itncss fo¡ use, o! æY otllcr natter.

1. DIRDCTPURCIIÄSDS

days aîer tte OpcEtor lræ rcceived adjuboent Êon the Ddufactutcr, dishibutor, or ageut'

COPYRIGHT @ 2005 by Coucit ofPotrotcum Aoooutaìts Societies' Inc' (COPAS)
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2. TRÄNST'ERS

A tæsf* is detemhed to oæu vl¡en the Opcrator (i) frmislæs Material fron a stomgc facilþ or from arother o¡ente d property, (ü) hæ

æsuncd liabilþ for the storage costs ud ohmges in vatuo, od (iü) [æ previously seoued ud held t¡de to the trffifored Matcrial.

SiurilalS the remotal of Materi¡l Êou tle Joint PropcÈy to a stomge facility or to motìcr oÞeBted propqty is also considerod a tmfor;
providcd, hoyevor, Matcrial thal is moycd tom the Joílt Prolerty to a storago locatior for safe-keeping pcnding disposition ntay remain

ohügedto t¡e JohtAccouDt ðd is not considcrcd atrasfe¡, Materia.l sball bc disposed of in accordmcs with Secl:olrN,3 (D¡sposltlon ol
Søplus) ud tho Agrccmcrt to uhich this Àccomting Procedure is altached.

À PRICINO

TIe value ofMate¡ial t¡ansfered to/ÊoD tlìa JoiDt Property should gencrally reflect üro milket yalDe oÂ üre date ofphysical traxfcr.

Regadlcs of thc pricing method used. thc Operator shall nake available to the Nón-Operators sufficieDt docunentation to vcrifr úc
M¿tria¡ valuation. Wheu lúgher thru spccifætion grado or síæ tubulas aç used iu dre oooduct ofJoint Operations, the O!çntor

shall cbugc the JointAocout at t¡e cqu¡valentprice for well design spccificatíon tubulæ, unlos such highcr spccification grade or

sized tubulüs uo approved by tlt€ Paftis pusumt to Seot¡on [,6.A' (Gererql Matlers). Trusfers of trow Matorial 1Y¡ll ba priæd

using one ofthc following p¡ioing nìetlrodsi provide4 howcyer, the OpEElor shall usc çousistent pricing mcthods, æd not altcrnals

bEtwcen metlìods for tbo purposc ofcboosilrt lhc metl$d $ost favomblc to ¡he Operator for a specilo trarufer:

(l) Usingpublished¡iicsineffectondateofmoveilent¿sadjustedbyfloappropriateCOPASH¡storicalPriæMultiplie¡(IIP-M)

or prices provided by the COPAS Conputcrized EquipneltPrio'rg Systen (CEPS).

(a) For oil county tubulus ad line pipg the publlshcd prÌce shall bo bæed upou eastem mitl qirload bæo prices (lïoston,

Texas, for speciat end) adjusled æ ofdato ofûovon:ent, plus tmportation cost æ defined in Section IV.2.B (Í'ærg¿f).

(b) For other Material, the published prico shall b€ the published listþriæ ir offcct at clate ofmoyemert, æ listed by a Supply
' 

Store qeret the Joint Properly vhcrc like Mats¡ial is iromally availaüle, or poiDt of marufÌrchue plus üæportatio[

costr æ dcf¡ed in SectronfV.2.B (Fre¡ght ,

(2) Bæedonapriccquotationfronavendortj¡atrefleçtsaomÃtrealistíc,acAuisítioncost,

(3) Bæed on tlre mount pa¡d by tbe Opento¡ for ¡iko Matef¡al fu thc vìoinþ oftlie Joint Propcrty withil the prcvious twelvc (12)

montlu from the date ofpltysical transfen

(4) As ag¡eed to by the Particþating Pârtiss fo¡ Materia¡ being tarsfeÍed to thc Joint Property, md by the Parties owning rlo

Matcrial forMateríal boing tmfenedEom dìe JoíntProDerty.

B. FREIGHT

Trmsportatiotr costs sball be added to 1¡re Material Farsfer prico usÍng îIte uothod prescribcd by tlìe COPAS Conrputcrized

EquiÊnsntPr¡cing systeù (CEPS). Ifnot ßitg CEPS, trilsportation costs slmtt bc calculated as fotlot$:

(1) Tøsportatiou cosls for oil country i¡bulffi rod tire pþo shall bc calculated usirg Lbe distæcc ñom eastem Nill to tho

Railway Receiving Point bæed on dre caload veiglrt bæis æ rccomcoded by tho COPAS MFI-38 ('Material Pricing

Maual") æd other COPAS MFIs in effcot at tirc tinte of thc l¡asfe¡.

(2) Trilsportãtion oosts for ipecíal trill itsnrs shall be ca.loulatcd ûoú tllat nill's shipping point to lhe Railway Recciving Poitlt,

For trüNportatiol costs üom other thm cæten nills, lhe 30,000-pomd ilteFtate lruok rale shall bo uscd. TmrsÞortatiol costs

for naouoni tubingi shall be calculaled bæed on the hteßtate truck rata per veigltt of tubing trôrsfercd to tha Railway

Reæfuiqg PoinL

(3).Træsportalioncostsforspeoiâle¡dtübulargoodsshallbecalculatedusitrgthc¡nterstalotuckmtetonrHoustot!Tcxas,tot¡e

Railway Receiving Point

(4) Tmportation costs for Mate¡ial other tftm tbat described i¡ Sectious IV.2.B.(I) ttuough (3), shall be calculatcd from the

Sup¡ly Store or point ofmmufaoture, whiohcvcr is appmpriate, to tüe Railway RcccÎving Point

Regadles ofwbettcr using CEPS ormmually calcutaing tmpo¡tation costs, t'dsportation costs from thc RailuayReceivìng Point

to the Joint Propsrty aa in addition to tåe foregoing, md roay bc clruged to the Joint.Á,ccout bæcd on actual costs incur¡ed. All

tiÐspo¡tation costs ãc subjeot to lqua.lizpd Freiglt æ providcd in S@lio\Í.4 (Transporlalior) oftlris Accourting Proædurc.

C. TÆ(ES

Ssles md usE tax€s shall be addcd to thc Matorial -û-ðsfer pdce using either úe rocthod coqtained itr the COPAS Computcrized

Equipmeat Pricing System (CEPS) or tho applioable tdrate i[ cfcct for thc Joltrt Properry at tlìe timo @d placç of t¡æfcr. ]n citficr

case, the JointAcoomt shall be chuged or credited at tbe nto t[at would bavc goyencd had the Malðrial been a direct puchuc.

COPYRIGIIT @ 2005 by Coucil of Psholem Accoutæts Societies, Inc (COP.{S)
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D. CONDITION

(l) Conditior "lf'- Ncw ud mNed Materíal in soud ud ssniceable conditiou shalf bc chugcd at one hudred percent (1007")

of the priæ as dctem¡tred in SectioDs IV.2.A (Pricttrg), N.2B (Ftelghl), u\d IV.z,C (føçÐ. Matqial üatrsfe[ed Êom dìe

Joint l]rolefy that was not placed itr servicc shall be oredited æ ohrged without galn or loss; provirfed, however, æy mued

Matorial that lyas chüged to il¡e JoiDt Accomt duough a direot purchõe w¡tl be credited to the Jo¡ot Accout at the orighal

cost paid less rstoclciDg fees cbuged by tlc vendor. New æd uused Matc¡íal trufered fiom t¡e Joint Propofy fray bc

oredited at a prícc otler tlrm the price o¡¡ginally chuged to tte Joint.Accout provìded such priæ is appfoved by rhe Parties

ouning suclr Materia.l, pusuut to Section 16.A (Gørerøl Malterù. Æl refuùishbg costs recluired or nemsry to retum tlìe

Matc¡ial to orighal conditioÃ or to coFect hudlilg; tørspoÉatioo, or otlEr dæragæ will be bonc by tfie divei.irg propcfy.

Tho Joi[t.Account is rcponsible for Mat€rial prepmtion, hudlirg, md træportatio[ costs fot lew ud uuscd Maierial

chagerl to $o Joint Prcpcrty either tluough a direct puchæe or trmsfer Any prepantion costs incured, itrolud¡ng my intenlal

or eÀtomal coating æd wapping, will bc creditod on ¡crv Material provided those seruices vere not fcPeated for such Material
' for thc receiving property.

(2) .Cotrdition 'ts" - Ussd Material h sound ad jeniæable colditiotr rld suih¡lc fot reuse without reco[ditioning sllall bc p¡íced

by multípþing the pricc dotemincd h Sections ry.2.4 (P¡¡tØg), ÍV.28 (Freighí), æd IV.2.C (Iæs) by scvctrty-fivo PerceDt

(7sW'

É\æpt æ provided in Sect¡otr IV.2.D(3), ¿Il reconditioning æsts requted to rctm the Mator¡al to Condition B" or to corcct

ïudling; traslodatioa or otltcr dmagc wilt be borne by thc diYesting Propedy.

If the Material va¡ originally chrged to thc Jo¡nt Account s ùsed Material md placed in servìæ for tbc Joürt Property, tho

Mate¡ial rill bo qedited at the ptico dctemined h scctions w.2,A.(Pt¡c!ng),1'{.2-B (n'eigh),aÀN.2.c (Tuas) multiplied

by sixty-fivc percelt (6570).

Unlæ: otherwise a¡i¡eed to by tbc Partie that paid for such Materi4 ùssd Material tmfene d f¡om tåe Joint ProPerty that Yvæ

not placed in service oa úre property slta.ll be credìted æ ohtged¡ithout gain or loss'

(3) Condition "c'' - Matcrial that is not Ír somd md seryicæble condition md not suitablo for its origilal ñ:nction uatil affer

rcconditiotri¡g shall bc prired by multiplyirg the prìce detemi.ued in Seotiou N.z,A (Prtclng)'N'2,8 (FreighÐ, nd.N.2.C

(Iøàs) by fify porcent (507").

Tbe cost of reconditioning may be ohrged to lhe rcæiving p¡operly to the extcnt Condition "C' Yaluo, plus oost of

rcconditioniug docs not cxcæd Condit¡on 'ts" Ya¡ue.

(4) Conditiotr "D''- Material tbat O ís tro .longer suitabte for its original pupose but useable for some othr purposc, (ii) is

obsolete, or (¡.iD does not neat origiml specifiaâl¡o[s bú st¡ll lìð value æd cmbe used in otlter applicatioro 6 a substituts for

itcms v¡th diffeÉot specifcat¡os, is co$idercd Condition "D' Material, Cæing tubi[g or drill pipc.ued æ line pipe sha¡l bo

piiccd as Grado A ært B semless liro pipe of compuable sizc æd veight used cæing lubing, or drill pípe utilized æ line

pipo shall be pricerl atused lioe pþa prices, &siug b:bing or drilt pipe ued æ higher prcsus scnice lines tllæ stædud lino

pþe, e.g, power oil linæ, sball bo priccd uderuomal prÌcing proc€dues for oöing, tubiog, or drill pipe' llpset tubùlù goods

shall be priærl ol anotr-upsot böis. For other items, tle pricc ued should result ir t[o Joint.{ccouil being chaged or crcditcd

wiür the value of thp servjcs rcndercd or [sc of tbe Material, or æ agreed to by tlÌe Partics püsuilt to Sectin7.6.A(General

Mallers).

(5) Condition'E'-Junk sball bepricod at prcvailbg scnp lalueprioes.

3. O]T]ERPRICINGPROVISIONS

(l) Prepuation Costs

Subject to Section II (D irëct Chuges) æd Scct:onIÍ. (OverheøQ oftLis Accouuting Prqcedurg cosls incuncd by thÊ Operator

in malii¡g Malerial sewiccablo includìng iropcction, third puty surveillmce sewices, æd otüer similæ senicæ will bo chagcd

to tlc Joi¡t Ac@ut at pdcos which reflcot t¡te O!@tor's actual costs of the scruiæs. DocucntatioÍ ilust bo provided to tl¡c

Nolr-OpcratoË upo[ rcquÊst to support the çost of servioe New coatilg mrl/or wpping shall bo coroidcred a cooponent of

tlre Materials mrf priied in accordmce rvith sections IV,t (DÌ¡¿cr Purchases) or N.2A (Prlctug), æ applicalle. No clrrges or

credits shall. bo oade fo¡ used æaliitg o¡ wrapping. Chüges ild c¡cdiE fo¡ iospeotioro súall bç made in acærdmco with

COPAS MFI-38 (Malerial PricingMatual').

(2) LoadíngmdUnloadíngCosts

Loading ud uioadlng costs relatcd to the movenrcnt oflåe Matqial to tho JointPropely shall be cbaged in accordæcs with

thc methods specificd in COPAS MFI-38 CMatcrial PrioingMmual').

COPYRIGHT @2005 by CouciI of PetrolcumAccouttmts Socìeties' Inc' (COPAS)
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3, DISPOSMON OT SURILUS

. Surplus Materia¡ is lhat Material whether new or ue4 that is no longer requìred for JoiDt operat¡ons. The Operato¡ Day puchöc, bùt

shall be uder [o obligatior to pmbæe, the interest of fhe Notr-Operators i[ surplus Materia.l.

Dispositions for the purpose ofLhis procedurc ue coroids¡ed to be tle relinquishment oflitlc of th€ Matcriat fionr the Jo¡nt Property to

eithcr a third puty, a Non-Opqator, or to t¡e Operaton To ¿void the acomulation of su¡plus Màterial, thc Operator sûould makc good

f¿idr efforts to dlsposo ofsuçlu vithin tuelve (12) nrontlrs ttuouglr buy/salc agrecnrents, tradc, sale to a third paly, divlsiorr in kiud, or

odrer dispositions æ agreed to by the Parties.

Disposal of surplu Matprials shall bc made in acco¡duce vith thc tcnns of lhe Agrcemmt to wbich flis AccountiDg P¡ocsduc is

attached. If flìe Ag¡eement æntairs uo provisioro govcning dísposal of sùpls MateriaJ, dìe follo.¿iing lcms shall apply:

The OpeËtor may, thrcugh a sale to 4 welatEd third pilty or oility, dislose of suplus Material having a gross salô valuo drat

is less thm or equal to tlìe OpeÉtor's expenditùe IimÍt ð set forth in tl¡c Ag¡eeDent to which lhis Accouting Proceduc is

attached vithöut the prior approva.l of the Parties ovning suoh Mate¡ial.

Ifthe gross sale valuc exæeds ibe,4grecmelt expeDdihrê linil the disposal mùst be âgfeed to by the ?arties owtring such

Material.

Oper¿lor may purclaso surplus Coldition "y'1' or "B ' Mate¡ial Ïyitlout approval of tbe Partics oBDi¡lg such Mate¡ial, bsed on

the pricing ncdrods sct forth io Se ctiou W2 QrusJerc).

Oporator may pmhæe Condilion '9' Material without prior approval of ths Pa¡ties ow0ing such Matefial if the valuc of the

Materials, bæed on ibc pricing methods set forth in Sectiou IV.2 (?rar$rr), is l*s thm or oqual to t¡re Opsralor's exPcnditurc

limitation set forth in the Agre€ment The Operator shall piovido documentation supportbg tho olæsifioation oftho Mater¡al æ

Conditioq C.

Opcrator nay disposc of CoÃdition 'D" or 'E'' lvfatcial uder proædues romally utilÞed by Opcrator without prior approval

of tl¡e PartÍ* ovJ¡ing suohMalsrial.

4. SPECTALPRICINGPROYIüO¡\'S

À PREMIUMPRICING

'Wleuevcr Material is availablc only at idared prioæ due to national energencies, lrikes, govcrmrent imposed foreÍgn tade

restrictions, or oller lnuual euæ over vlúch tho Operator has no contsol, for direct puchæo the OPsEtor may chüge tlrc Joint

Accoùnt fo¡ the requted Material at tho Ope¡ato¡'s aitual cost incwed in providing such Material, nraliing it suítable for we, æd

arovbg it to the foiat Prcpcrly. Materia.t tusfcÍcd or disposed ofduring prenimt pricing situations shall bë valued íl acco¡dmce

vilh Section IV.2 (Trazy'ers) or Section W.3 (Dlsposillon ofSurplu), æ applioable'

B. SHOP-MADENEMS

Itens fabricated by tho Operator's employes, or by cootract laboren undcr the dí¡ection of tho O¡crator, shall be prÌced using the

valuc oftlrc Material Ned to cotrkuatthe item plu the cost oflabor to f¿bdcate the iteil. Iftl¡e Matcrial is ton dre Qpeütor's

somp orjunk accoun! lhe Material shall be pr¡ced at cither tweoty-6va lerce[t (2570) oftlre cunent price æ deterroined in Scction

r|''.2.A (Pt¡c¡ng) or scmp valuc,. wlìiohever is hig¡€L In no event shall tl]e momt cbuged excccd thc value of the itcm

mmrfsnsurate w¡{r its use.

C. MILLREJECTS

Mill rejects purchæert 8 "linúted'seryioe" oæing or tubing shall be prioed at eigbty percent (80"/o) ofK-55/J-55 príoe æ delemined in

Sectior IV.2 (I¡af,y'e.Ð. Linc plpe cpnveted to cæing or tubìng with c6iDg or tubing couplings attaohed shall be priced æ I(-55/J-

55 cæing or fubing at the ncrest size and ucigLl

V. INVENTORIES O[' CONTROI¿ABLE MATERIÄL

Th'c Operab¡ shalt Naint¿in records ofContollable Material oharged to the.Joint Accomt, with suffiolent detail to petfo¡Ìr plvsioal inYenlories.

Adjustmenls to the JoiDt Accomt by tha Opamtor rcsulting ûom a physical inv€ntory ofConFollablc Matcrial shall be made Yitlún twclve (12)

montlu folloving thc takhg ofthe iDycntory õr fçoeipt ofNotr-Opcmtor iDvetrtory report. Chag* ud credits for ov€¡ag6 or shortages wiU bc

valued for the Joiot Accout i[ accordmce wit¡¡ Secüótlìt.2 (Transfers) ærl shall be bæcd on the CoÂdition ' ts" prices ¡n effcot on thc datc of
physioal invcltory uol6s tbe inventorying Pafies cor providc srfficicnt evidence mother Malcrial co¡dition aPpli6.

COPYRIGHT @ 2005 by Council ofPekoleum Accoüntants Societies' Ino' (COPAS)

l4



COr'AS 2005 Acoouti¡g Proædure
RecorÌfneùded by COPAS, ha.

coPas

I

3

4

5

6

7

I
I

10

1l

t2

l3

14

15

16

17

18

l9
20

2l

22

23

24

25

26

21

28

29

30

3t

33

34

35

36

37

38

39

40

4I

42

43

44

45

46

47

48

49

50

51

<,

53

54

55

56

57

J8

59

60

6l

63

64

65

1, DIR.ECTEDII{\æNTORIES

Physicat invmtorie sball be performcd by the.Opcntor upon Mittsn requcst of a uajority in vorkülg ilter6ts of the Non-OpeEtols

(hereinafter, "directed inventory); provided, liowever, t}o Opemior shall not be rcquired to perfom directed inveûtorics moro Éequenfly

thm once every fiye (5) yeas. Dircctcd ínventorics shall be corme¡ccd within o¡e hud¡ed ei$rty (180) days afcr lhe OpeEto¡ receives

rvitten notice that a nìajority itr iltc$t of t¡c Non-opaBtoß hæ rcqucstod tho invóutory. All Partìcs shall bc govemcd by t¡e ¡csults of

ary dírected ilventory.

Expcnses of dirccted ürventoris tvill be borae by tho Jobt Accout; provided, howcvsr, costs ösociated with uy post-rc¡ort follou'up

vork io scttlÍng tJro invetrtory vill bo absorbed by tlro Pafy incuing suclr costs. Thg OPentor is cxpcctcd to cxcroise judgmcnt in ke epirg

expeuas witJrin reæonsble linits. Any ætícipated disproportionatc or exlraordinary cosb sbould be discused atd agreed upon prior to

oonmedæment of the invcntory. Expenss ofdirectcd inveutoriæ nray inoludo ths follow¡ng:

A Aper.diemmtofôreachiDventorype¡sor,'rcprescntativoofach¡alsald¡s,wages,4dpa¡rotlburdensadbenefiGoft¡epeßoDDcl
perfoming tJro inventory or a rate agræd to by the Pa¡tias pNuæt to Section L6.A (General Møtters). TI:e per diem rate shall also

bc appticd to a rcæonablc nuúer of days for prc'iÂve[tory worl( æd report prcPdatíon.

B, Actual tÐsportation costs mdPersonsl Þipcoscs fdr thc inventory temr.

C. Rcasolablc chagc! forreportprepmtion æd distributiontotùeNol-OpentoE-

2. NON-DINECTDDIITVENTORIES

À OPERÁTORINVENTORIES

. p¡yslcal. inventoric that æ rot requested by the NorOperators may be perfomtua Uy tt 
" 

Oprr"tor, ut thc Operator's disøetion' The

expensc of conduoting such Operator-initiated invsntori$ shall trot be ohilged to tbe Joint AccourL

B. NON-OPERATORINVENTORIES

Subjeot to the temË of the Agreanent to uhich.tbís Accomtiag e¡ocetlue is aüached, dro Nor-Operatoß may couduct a Physical

invetr1ory a¡ r#orable tìmes at their sole cost and r¡sk afrer pving üE Opmtor at least Âincty (90) days P¡io¡ witten notice' The

Non-Opentor inyentory rcport shall be f.rnished to the Opêrator in witing within ninety (90) dáys of coroplcting the hY€otory

fieldwo¡lc

C. SPECIALINVENIOR]ES

Tte expensc of corducting invcntories other thm those described is Scotio¡s \,1 (Díreeled Inenlorles), Y'2,4. (Operalor

Inlentor¡es), or Y2B (Non-Operqtor Íwentùter'), shalf bc chaged to the Palfy requcstíog such invcntory; providod, howevor,

inventories rec¡uirert due 10 a chilgp of Operator shall bo chuged 10 tho JoiDt Accomt in d¡e sme mmrol as deso¡ibed in Ssotion

Y,l (D ¡lec led Litentor íes),

COPYRIGHT @ 2005 by Coudl ofPctrclsm Accountuts Societies, Ino. (COPAS)
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EXHIBIT I'DII

Attadred hereto and made a part of ihat certain Operating Agreement dated

lwte7,2074,by andbeh^¡een BillBarrett Coqporatiorç as Operator, and Rheage OiI, LLQ Debo¡ah

, 
Sptiggt, Timothy Dríver, Par:l Driver, as Non-Operatols.

INSURANCE

If Operator is not self insured, it shall carry the following minimum insurance to cover tLe risk of
accidents and/or damages to persons and/or property which may ocaw in tle course of operations

conduatè¿l under tlis agreembnt, and the premir¡ms of such tnsurance will be charged to the joiat
accourt in proportion to each working interest o\ryner's interest in the Contract Area. If.Non-
Operators are insured tbrough otåer insurance carriers,,they must provide a valid certif.cato of
insurance in order to opt out of tle minimum requfuemetrts presented in Exhibit "D":

1) Workmen's Cornpensatioil Insurance and Employer's Liabilty Insurance in amounts

sufficient to comply wilh the laws of the state where such operatiots are conducted a.nd

where the propely subjeothereto is located'

2) Comprehensive General PublicLiabiltyl-nsuranceinthe amount of$1,000,000.00 combined

single limits of bodily iriury or deâtl and proper(y damage for any ono occurrence.

3) Automobile Insuance in the amount of $1,000,000.00 combinect singlo limits for bodily

injury or death andpropefy damage.

Umbrella LiabiTty coverage with a limit of $5,000,000.00 for Bodily Injury a:rd property

Damage combined in excess of Employer's Liability, Comprehensive General Liability and

Auto Liability.

Operator's Exha Exponse (l/ell Contol) Trrsuranoe with an a8Jg:egate limits of

$10,000,000.00 any one' occunence.

It is understood ancl aþeed that Operator shall, notwithstanding anytling contained in this

agreement to the contary, only be required to provide insuraace of the types aud inimum

âmounts set out above.

ed under the ten¡s of this
all losses, líabijities, and

en of tbe partY or Parties
particþating therein.

Operator shall require all confuactors engaged in operations undel this agl€ement to comply

withthe applicabli Vy'orker's ComFensation andEmployer's Liabilitylaws, andtO uaintain
such other insuran.ce, a¡d in such amounts, tÏat the Operator deems nebessary.

Òperator agrees to notifyNon-Operators as soon às practicable after the occurrence ofany

accident iävolving either damage to property or injuries to or death ofpersons.

coverages are in firll force and effect.

5)

6)

7)

8)

e)

10)



A.A.P.L. FORM 610.8 - GAS BALANCING AGREEMENT. 1992 AMERICAN ASSOCIATION OF
APPROVED FORI\4

PETROLEUM LANDMEN
AAP L. NO.6

NOTE: Ilstrüct¡otr For Usc of Gæ Balucirg
Agreeøent MUST be reviewed before firalizing

ùis doouuent

GÁS BATANCINC AGNNEMENT (''AGREDIIÆI.[T'')

.{TTÀCEE.D TOAND I\{ADE PART OF TEÄT CDRTAIN

OPXRÅTING AGREEMDNT DATEI) n,n¡ r 101á

SYAND B¡Ï'\VNEN Rill R,E.tt l.ñrnñrâ1intr

AND Rùeage OU, LLq Deborah Spriggs' T¡6othy Dr¡Yetr Pau[ ÐriYerr trs N0tr-Operato

RELATINGTOTffi t"rtBlu.O." .AUIA'
UintÂh COUNTY/PiqJJSII' STATE OI' Utah

1. DEFINITIONS

The followlng defiritions shall apply to tltis Agreement

l.O1 'rAm's Lcngth .Agcômcnt, shall mem my gü sales ag¡eemetrt with u uallliated puchæer or @y gas sal6

agreement with il affilialcd puchæor'rvht¡e the sales price ad delivsry co¡ditions mder sucl agrænent üe

representative of pricËs ild delivcry conditioos eústing uder otber sitilü agræmelts iq tho aea between

uafrliatcd parties at thc smle timc for nahüâl gð of coEÞeable qua.lity ild quætity.

1.02 ''Ba.lacbgArea'shall tø (sclsct one):

E cach vell subject to tåo Operating Ag¡ecneot t[at produces Gæ or is allocated a shùe of Gð productiou. If a

single well is completed in two or moro pfodücing intervals, each pfoducing iûlerval ûon which tho Gõ

productiotr is trot comitrgled in fhe rryellbo¡e sha.ll be consideæd a sepaate well.

Ef all ofthe acreage æd dcptls subjectto tLe OperatingAgreemenl

tr

t.03 ,Full Shae of Olrent P¡oduction" shall ncm tle Peræntago lÃterest of eac[ Party in dre Gæ actua.lly produced

fom tho Balmcing Area duriug eaóh uouth.

t.O4 "G;" shall nrcu all lrydroøibou produoed or p¡oducible from tho Balæoi¡g .Are4 wbcthor ûom a vcll clæsiñcd

as m oil well or ges \yett by tho ¡cgulatory agency having jurisdiction in such mattes, u'hich uc or may be made

available for sale or sepdalo disposition l¡y tlc Pa¡tie, exoluding oil, coudensato and ot[er liquids recovered by

felcl equipment opented for tlE joint acæut "Gæ" doca Dot includo gæ. ued in jobt operatioDs, such æ for ficl,

rcoyoling or reinjection, o¡ which is vented or lost prior to its sale or delivery fron tbe B alæciug Area-

1.05 ''Makeup Gas,' shall me€tr my Gæ taken by m Uoderproduced Party from the Balanci¡g A&a iÂ excess of its Full

Shile of Cuent Produotio4 rvhetherpwuut to Section 3'3 or Scction 4.1herøl
1,06 nMcf' shall mcm ouo tlousud oubio feel A cubic foot of Gæ shall meu tle volmo of gas contained iq o¡s cubic

foot of space at a staqdud pressue bæe æd at ¿ stândard tenpcratue basc'

shatl meu onc mitlíoa B¡itish Themal U¡ib. A British Tlemal Unit sball Eeu thc quútity of heat

¡equired to ¡aise one pomrl avoirdupois of pue water ton 58.5 degres Fabreqleit tì 59.5 d"greæ !'alucoheit ¿ a

co$t¿nt pressue of 14.73 pouds per sc¡uae ioch absoluto.

1.08',Operalor,' shau meæ the i¡dividu¿l or eutity dsigDated mder the tems of the Opcmting Agræmeot or, ia the

. eyeût tfiis Agreernent is uot employed in comeotÍon with u openting øgrcement, tbe ürdividual or entity

d$ignated as the operator ofthc welt(s) located in the Bal4cing Are
' 1.09,,Ove¡produced Püty" shall mru æy Faty having taken a greater quetiÛ of Gæ f¡om the. Balæciog }fea thqn

the Percotrtagc inter$t ofsuoh Puty in the cunulativo quutity ofall Gæ produced from theBalæciDg Arca.

1.10 ,,Overprcductiol" 6hall mean the' ormulativo qudt¡ty of Gæ t¿ken by a Püty in cxoess of its Pe¡cçntage ltrterst ür

tlìc cuúulabÏê qu?¡ltity ofall Gæ produced ûom the BalmcingAra

1.11 ,Piltyil shall nen thoss i¡dividuals o¡ entities subjeot to this Agreemenl md tùeir respectivo hcín, suoc6sots,

tsmsferccs æd æsigns.

1.1? ,,Percentage l¡tef6t¡ sbâlt mean thc percmtage or decimal interest of æch ?arty in tho Gæ produced from tho

Balanoing Area pursua¡tto the Operding Agreenent coveriag the Balanchg,A:ea'

1.13 ilRoyaltyil shall mem paymeDts otr production of Gæ flom the Balmcirg Are¿ to atl owfeß of rcyalties, oYeriding

royalties, production paymetrts or simild htercls.

l.I4'runder¡roduced Puty,t shall Em dy Party havi¡g taken a lesser quutity of Gæ Êom the Balmcing A¡e¿ tha¡

, the Pcræatagc luterest of such Pilty in the cuulative c¡umtity of all Gæ produæd Íour tho Balmcing Ara
1.15 "Undcrprortuctioa'r shall meu the deficienoy betwccn the cmulative qøìity of Gæ lakcn by a Pilty 4d its

' Perceutage Inter*t in ths cmülatiYe q@rtity of alt Gæ produced ûom the Balmcing.Aø,

t.I6 Ø(Optional)',Wintefperiod,shallnearithemonth(s)of NovcmberandDeceml¡er inone

catendayømd theEoÂth(s) of JrnuâilF'cbruary inthesuccædingcalenduyea'

2. BAI,ANCINGAI(EA
2.1 lf this Agrccmcot covoß Eore thu oue Baluoing Ari4 it sball be applied as if eacb Balmcing Area $cre oovered

by sepmte but ids¡tical agrscmeÂts, All batmcing hercuder shall bc on lhe bæis of Gæ takel from tho Balmcing Area

meæued 'm (Altcrnativc 1) Ø Mcß++{3Jteruttirc4}ElABts.
2.2 In the eveùt that ¿ll or pad of the Cas dclive¡able ûom a Balmoing .A¡ø is or b€comes subjeot to one or norc

muinu lawful pricos, my Gæ not subjcct to pr¡cc conkols shall ba coqside¡ed æ produced Êoo a single Balmoing'.Area

md Gæ subjeot to each muinm lawftl prico category shall bc comidered produæd ûom a sepuate Balaoing fuea

3. RIGETOE'PÅRTIESTOTÁXECAS
3.1 Eaob Pdty desirÍog to bks Gæ wilt notíry üê Operdor, or cause the Opemtor to be nodfed, of the volmes

lominat€4 thc ¡aoe of thc traosportúg pipeline md the pipelino contact nmber (if availablc) ild Eeter staüon rclating

to such delivery suffioiently iq advmcc for tle OpeÉtof, aoting witË ¡eæonal¡lo díligenco, to meet all nomi¡ation md other

1
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I requiremenls. Ope¡¿lor is authorized to deliver the volmcs so ¡omhated md conlimed (if ænfmation is required) to tho

2 tðspoÍiog pipeline in acco¡daco vithlho tems of tlús Agreement.

3 3,2 Eacl¡ Pãty shall ma.tric a reæonable, good faith eflort to þkc its Full Shæ of.Cuncnt P¡oduotion eaoh rnoutJt, to tltc

4 eìtent that such production is required to maìutain leæes in cffccg to proteot thq producing øpacity of a well or resewoÌr, to

5 ' prceruo corefative dghts, o¡ to nai¡trin oil produ'otion

6 3.3 Wien a Pilty fails for æy ¡cæon to take ils Full'Shue of CueÀt Productioo (æ such Stue may be reduæd by the

7 ¡igLt of the ot[c¡ Parti€s to Eake up for Uuderproduction æ provided hercir), the olher Partios shall bs etrürlcd to talic æy

8 Gas which ¡uoh Party fails to take To t¡o extent practiøblc, such Gæ shall be roade ayailabte i¡itially to eaoh Underproduced

I Pa¡ty iû thg propodÌoÂ l¡at its ?ÊræEtage Interest, iÃ. the Balucing Area beõs to tbo total Perceûtage hlercsts of all

10 Utrderproduced Pariies dæiring !o lake suoh Gæ. If all such Gæ is noì lakeû by the Underproducad Paftis, tbe portion not

1l t¿ften shall tben be nade availablc to thc otbcr Pa¡tics in the propofion . úat theif respectiye Perccntagc Interols in tho

12 BalmcfugA¡ea beù to the tot¿IPerøtrtagç Ioterosts of suoh Part¡æ.

13 3.4 All Gæ taken by a Pilty in acærdaco vitl the provisioro of this Ageemeût, regadlds of vhother such Parly is

14 udcrproduccd or ovcrproduced, shall be regaded 4s Gæ taken foi íts om account wit! title úereto being in such talcing

15 Pa¡ly.

16 3.5 Notwithstznding the provisiom of Seotion 3.3 hereo$ no Oveçroluced Palty sba¡l bc entitled in my aronth to tdc æy

17 Gæ rn cxccss of ttuee hu&ed perceot (30070) of its PcrcoDt¿ge Intçrdt of the Balæcing Arca's tl¡er-cment Muimu
18 Morthly.{vailabilìty; provided however, that this limitation shall ilot appÌy to tho exteDt 1¡at it woukl prcclude produotion

19 tlÌat is rcquired to mahtain Iffis íÃ effcot, to p¡otact the producing capacity of a vell or rerowoir, to p¡cserye cotrelative

20 dghts, or 1o na¡ntain oil prcduotion. 'Muinru Monthly Ayailabitiþr'¡ sball nean tho nui¡run av€mge Donthly mte of

2l p¡oduction at vhich Gæ cm be delivc¡cd ûom the Balacing Are4 as deteuinerl by tho operator, oousideríng the muimum

22 afraía¡t rvsll nte for each well wilhin the BalÐci¡g Are4 tho maimum allowable(s) set by thc ap!rcldatc regulatory ageuoy,

23 mode ofoperatio4 production facility ca¡abilities æd pipeline prosNes.

24 3.6 I¡r tbs svent that a Pãty fails to make üægeÁrmß to tako its Full Shüc of C\frent Prcductiou rcquired lo be

25 producgd to maintaiq leæes in efecl to !¡otcct tlre producing capæþ of a well o¡ resewoir, to pmeRe oorclativs rigltts, or

26 to maintåin oil productio4 the Operator'may seu my paIt of such PüVs Ft¡ll Sl¡ue of Cureot P¡oduction that such Paty fails

27 to take for thc accout of such Püty ud. ¡ender to ,such Pãty, on a cuÍcût bæis, the full procceds of tllc sale, less my

2S reðonable naketing compressioo, teat¡rg, gathe¡ing or tmportation costs ilcwd direcly in comection with thc sale of

29 such Full Shdo of Cw¡t Productioo. In oralcing lhe sale coDtenplated horeiD, the Olorator shall be obligated olfy to obta¡n

30 suoh price md conditiom for the sale æ aE ¡eæonabls uder the cücmt¡noes md strall not bc obligaied to shre æy of its

31 Etdlcts. Ary suoh sale by Operator uder tho tems hereof shall be only for such reæonable periods of t¡me ð ils coDsistert

32 vith tle minimm ¡ccds of tho indusby uÂder t¡o particula circunstalces, but il qo evert fo¡ a period il cxms of onc

33 yer. Noh{itlshndirg tùe prcvisioro of Á¡ticte 3,4 [ereo{, Gæ sold by Opentor for a Pdty udc t¡e provisions hereof shall

34 be deemed to be Gas laken for tho acæùnt ofsuoh Püty,

35 4.IN-KINDBAI¿NCING

36 4.1 Effectivsthcftstdayofuyoalendamonthfollowíngatløt thirfv I 30 )days'Prior

3? v¡ittel notice to tha Operato¡, ay UndclDroduced ?ilty nay beg'u talring in adrtition - to its' FuI Shile of Cuent

38 P¡oduction and any Makeup Gas taken pursumt to Sætion 3.3 of this AgrecmeoÇ a shile of cuotrt productiotr dctcmÍnsd

39 byDrltiplying liftv Derce[t f 50 Zo) ofthe FuIl Shues ofCwe[tProduction ofall Overproduc¡dPartiesby

40 a f¡actio¡t the nmüator of wbich is t¡e Peræntågs Interest of such Underproduced Püty ed tbe de[oninator of whioh

4l is t¡le tobl of the Peræntago lrit€r$ls of all Underproduæd ?arties d*iriug to ake Mafteup Gæ. Ia ro eYetrt will il
42 Oycrproduced Paly be rcquhedtö provide moreúu L----.50-0/o) of its Ful.l Shue of Cuscnt

43 Production for Malieup Gæ. 'Ibo Opgralor will promptly uoti$ a.ll Overproduced la¡lies of lhe electio¡ of æ Underproduoed

,14 Pdty to begiatakiDgMalieup Gæ.

45 a.-q--El--€ptieÐ
46

470
48 f )êoåUEr*rud¡ate9pffi€ÉEg4rc++**#+*¡o+
49 4.2 Ø (Optional - Scasoual LímitatÍon on Mrkeup - Option 2) .Notwitlstatrditrg thc provisÌons of Seotion 4,1, no

50 OverprodroedPÃtywillberequiredfoprovidemorothü f¡ftv percentl 50 7o)ofits¡ullslìec

5l of CucntProductionforMakcup Gæ duing tÍrc Winter Period.

52' 4.3 Ef (Optional) Notwit[stild¡¡g üy othe¡ prov¡sÍon of this Agrecmcnt, at such timc ud for so .long æ Opemtor, or

53 (insofa¡ as co¡cems produotion by the Operator) æy Underproduced Püty, dotemincs in good faith that m OYerproduced

54 ?ug hæ produæd alf of iLs shue of tho ùItiMlely ¡ecoverable rceryes in the Balucing Arc4 such Overproduæd ?õty may

55 be required to make available for Makcup Gas, upon tÍa denand of the Operator or my Underproduced Pilty, uP to

56 onehundred perænt( 100 7o)ofsucl¡OverpmducedPaÍ)r'sFu.[Sh{eofCmentProductioll

57 5. STATEMENTO¡ GASBAI,ANCDS

58 5.1 Tbe Operator will naint¡ür appropriate accomting on a mont¡ly md cumulãtive bæis of the 
Yg|iÄrtir.3f 

Gæ that' each

59 Party is entitled to ¡eceivo md tho volues of Gæ ætually takeq or sold for Éoh P{tyb accouL Withil 7 ' ftÁ+A+e{45}-l¿ys

60 after the Eonfh of productioo, t[e Oporator will fmish a stâlenìert for such nonth showil)g (t) eaoh Puty's Iull Shuo of

61 Cuncnt Production, (2) the total volume of Gæ actually laken or sold for each Paty's accout¡ (3) the difcrcnæ bchvesn

62 tha volune talctr by each Põty and that Pilty's Full Sbue of Cunent Productior¡ (4) thc Overproduction or

63 Underproductioo of øch Prty, æd (5) olber data æ recomcudcd by the ptoui11ooo,.,*,of¡"Pr?.*9ÁH?fL, 
f"f"" 

P"ool.r.
64 Accoutilts Sooietiq Bulletin No.24 æ ueided o¡ supplemeqted he¡ea.fter Each Pdty tati¡nt'Cã1"-ïñil'/--piffiãCit:ÞroYide to

65 thc Opcrator æy daa requÍred by tha OpeEtor for prepdation of tl¡e statements required hereuder,

66 5.2 If my Püty âils to proyido tJre data rcquired herèin fo¡ fou (4) comeoutive production,lllo4!r_sa tüs OpeEtor, or

6Z vhe¡e thc Operatör hæ failcd to provide dat4 arother Pany, may aud¡t the productiotr dd Gæ CtåiåtiÏ'md trÀporratiol

68 volumes .of thq notr-rcporti¡g Püty to provide tho roquirod data Suoh audit sh¿ll bc condu0tcd only aftcr reðonable notico æd

69 durilg ¡omal busin*s hours in tbe officc of tho PaÍy wboso reco¡ds ac being audíted. Al[ costs 6sociated vitlì süch audit

?0 rvill be chaged to lhe acæut oftha Party failing to provide tlte required data

71 6. PAYMENTS ONPRODUCTION

7Z 6.1 Each Paty taking Gð shall pay or causa to' bo paid all produotíon ud scverucc taxes due o[ a.ll volmes of Gas

?3 actually taken bysuchPtrty.

74 6+--El--(¿JteFûoti+€'..f--+ntig ê+it¡-spæH€ydry

I
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€w¡Slredue+i*

ffi#....ffilF+Sr
€M

€€ôtien+á
62 Ø (Alteruativc 2 - SÀls) Eæh Pãty shall pay or cuo to bo paid Royalty due wi0r respect to Royâlfy oMeß to

whotrr itis acooutalle bæed ou thelolme of e¿s actuallytaketforits accout.

6.3 Iu tbc ovc¡t that ay govemetrtal authority requires that Roy¿Ity pa)ments be m;dc on ily ot¡er bõis tlan that

provided for i! this SectioÃ 6, cach Puty agrees lo make such Royalty payme¡ts acco¡ditrgly, comencing o¡ tbc cfe otive dalc

required by such govemreotal authþrity, dd the method provided fo¡ hc¡c¡n sball be thereby supeneded,

7. CASIISDTÎLEMDNTS

7.1 Upon f¡e eillier of lh€ plugging Ðd abmdoruDent of the læt produciDg iatewal in thc Balacing A¡eâ the temrinalion

of thc Operating Agrcgme¡t or ily poolitrg or u¡it agleçmeùt coverfug the Balmcing Are4 or at my time [o G6 is taken

ûom the Balaoirg Àea for a period of twel.Vs (12) @6çcutive mouths, uy Pa¡ty My givc written notiæ calling for cæh

senlenEDt ofthe Gö production imbalæccs uong thc Partis. Such notice shall bo giveD to auPartis in the laldci¡g A¡e¿

7.2 V/ithin sirty (60) days after t¡e Dotice cåtliog for cöh scttlemcDt uàer Sèction 7.1, the Operator will djsl¡ibute to each

Pãty a Final Cæ SettleneDt Statement detailÍng tbe qumtity of Overproduction orvcd by each Overproduced ?arty to each

Underproduæd Püty ild identilirg the month to y'hich such Overptoduction ¡s attribulod, pusuæt to tÀc methodology

set out in Section 7.4.

7.3 EI (ÁItcrrative I - Di¡ect Party-tcParty Scttlcmcrt) lryithin sixty (60) days after rcceipt of tl¡c Finâl Gæ Scttlemcnt

StatoEenq each Overproduced Pa¡ty will pay to each Uúeçroduced Pa¡ty ontitled to setdcEent tlrc appropriate cæh

scttlerocnl accoarpmied by appropriate acæmtirg dctail, At thc t¡me of paymenL the Overproduced Pdty Ylill uotifl the

Operator ofthe Gu imbalææ scttlcd by the Overproduced Puty's payneut
d--€e-SeË|€s€it

g

7.4 El (Atternltite 1- Hlsto¡iul Sales B¡sis) The mout of tho cæh settlem¿ut will be bæêd oq thc proceeds

reæived by thc Overproduced Paty uder æ Am's Length Agroemeut 
. 
for Îl¡e Gæ taken ûom time to tinc by t¡e

Oveçroduced Pdty in exæss of tbo Oveçroduced Püty's Full Shac of Cwert P¡oductroq, Ary Makeup Ges t¡ken by ths

Underproduæd Püty prior to ltonetary sottlcment hercudo¡ will .bo applicd to ofßet Overproductior cfuonologically in tüo

o¡de¡ of acorual.

B¿l€æbg+tÊ
7.5 Thc valuw used for calcnlating the cæh settlomeut under Scotior 7.4 will includc all Proceçds receiYcd for the sale of Úe

Gæ by the Overproduæd Pa¡ty calculalcd al the Batæc¡¡g Area, afrcr deduaÍng æy produofiotr or seYeruce tucs paid æd my

Royalty acilally paid by the Overproduced PÀty to an Underproduæd Pilty's Royalty omer(s), to t¡c axtcnt sa¡d paymcnts

moutod to a disébuge of said Underproduæd Pag's Royalty obligatiorL æ well as my reæoaable muketing, compressiorç

teatiDg gath€rilg or ûæs1ortalîon costs incmed direotly in comcc,tion vith the sale of'thc overproduction.

+.+E
pwehæe eoÂkaoÈ preì

@6
i@
eYeæredw$e*

?.5.2ø (OptioDal - Yaluation for Processcd Gas - Option 1) For Ovcrproduodiol proæssed fo¡ tho accout of tha

Overproduced Paly ât a gæ proæssing plæt for the extactiotr of liquid hydrooubou, the full qumtity of the Overproduction

vill be valued for purposes of oroh settlemoqt at the priæs recoivcd by t[e Overproduæd Parly for the sa]e of,the residue gæ

atbibutablc to t[e Overproductio[ wif¡out regild to proceeds attributable to liquid hydrocabons vhiclt nray havc besn

ext¡acted ûom the Ovçrproducljo!.

íá+-E@@@

ættlefteEF$U hÞhde th

7.6 To the extetrt thc Overproduced Pdty did not selt all Overproductioa urder m Am's. Length AgreemenL the 0æh

settlement will bc bæed or the weighted average price received by tLc Overproduoed Party for any gas sold from tlte

-J-
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Balmcing Area udc¡ AmJs Lcngth AgreeEetrts duirg the Eoûths to. which such Oveþroduction ¡s alhibuted. I¡ thc evqt
that oo sales uder Amr's Lengtlt Ageemerb we¡e nadc during uy such uroutb, üre cæh settlemcnt for such mo¡th will be

btred otr l¡c spot sales prices publishoit for the applicablo geognplúc dea du¡ng such month h a nutualty acceptablo prÌc¡ng

bullech.

7.7 llterestcompoudedattherateof Wcllsf'arsoBank\rystN.A.primeolùsonc percentæ4¡perrumo¡themqimurnlawful
rate of interest applicablê to t¡e Balðcíng á¡c4 vhichev* ¡s I6s, Ìill acøue fo! all qouts due uder Seotion 7.1 begìming

thc fnt day following the date palðretrt ís due p[suat to Sætiou 7.3. Such inlcrcst shall bo bome by t[c Operator or ay
Overproduccd Paly in the proportiol tlrat thsù respective delays beyond the deadliqes sct out in Sections 7,2 üd 7.3

conbibuted fo the accrual ofthe i¡teEst.

7.8 h lieu of the øh seÉlencnt required by Sectioo 7.3, al Overp¡oducsd Pdty Eay deliver to the Uaäerproduced ?arty

e o-ffer to settle ib òvcrprodu*ion in-kind dd al such fa¡es, qu4titi6, tincs æd soucs æ oay be agræd upol by tlto

Underproducoú Pa¡ty. If thc Pa¡ties uo uable to agrco upotr.lbo mffier [.r whigh suoh in-k¡nd setucment gæ s'ill üo

ñmished rittri! sixg (60) days afrcr thc Overproducod ?uty's offer to settle il kbd, which period may be ertended ùy

agæment of said Parties, the Overproduæd Pðty shau DâJG a cæh settlemeDt ð provided in Section 7.3. Thc nakiug of m
in-kind settlement offer under tbis Section 7.8 will ¡ot delay ltre aærual of i¡fe¡est o[ thc cöh scttlcmert should üo Pa¡ties

fail to rcach ageement on æ in-kind scttlemeul

ê+erp$düæd-j]a4'.-+rF--g+eÊredu

sues¡igË

æe

s€ry-h'rcÊb feur e1) me$Ës¡ SuÊb sqtge8reåÎs-y.¡ll-]}e' +dedated k $s sms rffi' p¡gvided abete f€.--âfld+srh

TtrSTING

Notwitlutæding my provision of tlis Ag¡ccment to the coDtrdry, ily Party shall hava tbe righl ûom timo to time, to

32 produce md takc up to onc hudred peræ¡t (t007") of â we¡l's eÂtire G6 str@ to mæt the røo¡abla deliveËbitity t6i(Ð
33 required by suoh Pùty's Gæ purchæer, md the right to bke my Makeup c¿s slall bÊ subordirate 1o the right of ily Party to
34 conduct suot tests; piovidd however, tllat sugh r6ls shall bo conducted in accordæce lvith pildmt opemting practioes only

35 after thìrty f 30 I days'priorwrittennotiætotheOperatorandshalllætnolongerthm

36 scvcntv-two (, 72 \hours. -

37 9. OPERATINGCOSTS

38 Not¡ing ín thís .Agreement shall chæge. or affect uy Paty's obligatior to pay its proportionate shãe of all costs æd.

39 liabilitie i¡cmd itr opentíons on or in ooinection wiú the Balancing A¡e4 s its shilc thereof is set fo¡! in the Operâting

40 AgreeDetrt, irespcctive of w[ether æy Party is at ily time solliug ud uqing Gæ or vhcther such sal6 or ue dc in

4l lroportio[ to its PerceElage lltercst itr f¡o Balucirg Area"

42 10. LIQUIDS

43 The PaÍies shall shilô prolort¡ooately in aid owr all liquid hydroøborc rccovercd with Gæ by feld equípnerü operâted

44 forthejointaæoutiuacrc¡dææwithúeirPerceutagelatcrcsbÍntbcBalucingAreÈ

45 11. AIJDITRIGIITS
46 Notwithstâlding my provisiol hr this á,greement or my other agrempnt -þenaeeir the Parties hereto, æd fiùther

47 notwithstmding â¡y temination or cucellatiou oi this Agrccrent, for a period ofoltl+Hd-4¡-y"-, f¡o¡r the end of tbs caleudu

48 yeü in which æy hfomtatlotr to bcj fimished mde¡ Section 5 o¡ 7 he¡cof is supplied, ãy Püty slall havo ths dght to audit

49 thc reoords of æy olhcr ?uty rcguding quætity, inoturling but ûot timited. to infomation rÊg¿ding Bh¡-æntetri

50 Any Underproduoed Püty shall lave tlrè riglrt for a poriod of two (2) yffi ûom the end of the .cals¡du ycu in uhich my

51 @íh settlemeût is ¡ecsived pwumt to Sectìo¡ 7 to audit the reco¡ds of ily Ovorproduced PaÍy æ to alt Mttors conæmíng

52 values, inoludÌng but lot .linited to infoma¡ion regudirg prices and disposition of Gæ ûo¡r the Balucing Area Any suoh

53 audit shall be conducted at the cxpeusø of th€ Põty or' Põties desiring such audit, md shall bc conducted, affe¡ ¡eæonable

54 noticc, duing lomal busi¡æs how in thc ofúæ of the Pqty whose records ao beiog audiled, Each ?arty her€to aglees to

55 nai¡tain. ¡ecords æ t0 lbe volmes and prim of Gæ sold each month dd thc yolunes of Gæ ued in its o\4n opemtioro,

56 aloug with thc Royalty paid on ary su.ch Gæ used by a P{ty itr its own opemtions. Tho audit righs provided for in this

57 Secdonllshaltboinadditiontothosep¡ovidedforinSectÌon5.2ofthisAgrecmcut

58 U. MISCELLANEOUS

59 12.1 As bcttYecn the Palìff, in tho cvent of æy conflict behveen the ¡rovisiom of this Agreement md lhe provisions of
60 æy gas sales conbacq or h the event of any rcqll¡ot betweeû tbe provísions of tbis Agreemzut æd the provisioro of the

61 OpemtilgAgIeemeÂt,treprovisions ofthisAgræment$hall govcm,

O L2.2 Eacb Puty ageæ ûo defend, indemnifr dld hotd bml€ss all other Pa¡tiæ fonr md ¿galrst my æd all liability fo¡
63 4y olalns, wltioh oay be æscrted by uy third party *hich now or he¡caftcr stands in a ønhachral relationshþ with such

64 indemifling Party .ad wl¡ich slse out of lhc opdation of this Agreenrent or ay activitics of such indeonirying Paty uder
65 the provisio¡s of thls AgreemenÇ md does ñrther agree 1o save the oth€r Pârt¡es harnless ûom all judp.ents or dmagc
66 sustaíned dd costs iucued in comcction the¡cwith.

67 I2.3 ExæPt æ odterwisé provided in this Agreemen! Operator is auûrorized to adoìnister thc provisions of this

68 Agreemcût, but shall have ro liability to the othcr Pa¡tiæ for losses sustained or liabilig incured which ùisa out of or in

69 oomeotion rvith the perfommcc of Operatols duties bereuder, cxcept such as may ¡esult Aom Opcrator's gross negligenæ'or

70 villftl misconduct, Opentor shall not be líable to any Undùproduæd Ptrty for the failuc. of my Overproduced Prty, (other

71 thm Oleßtor) to ¡ay Ðy mouts oy/cd pußuat to the toûns he rçof.

72 12.4 This Agreeuent slüll Emain in fi¡ll fo¡ce ild effeot for æ long æ lhc Operating Agreement shall reorain in fo¡æ md

73 cffcot æ to the Balaûcing Are4 æd thereaffer mtil the Gæ accouts bctweetr tbe Pafies ue settled in firll, a¡d shall i¡ue to

74 fhe bsneÍt of ild be bindiog upon tte Pa¡ties lrerel.q md their ræpectivo heþ sucesoré, legal representatives

4
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I ùd æs¡gns, if æy, TIle Partiæ he¡cto ag¡co to givc noticc of tbe existeDce of tl¡¡s AgrÊeme¡t to my sucæssor iû iltercst of

2 üy such Püty 4d to provido Í¡at uy such sucwssor shall bc boud by this Agreemenl ud shall fiuthe¡ make æy fæsfer of

3 4yinterestsubjecttothcOperatiqgÁgrecmcoqoraypa¡tthe¡Êo4,alsosubjecttothetemsofthisAgrcemcrl

4 12.5 U¡less the coDtext cleüly indicates otherwise, words ued in the singrfæ i¡clude the plual, the plual include tho

5 singu.la¡, ud the neuter geoder hcludes the mæculi¡e æd tle femlnine.

6 12.6I¡ the evetrt that my "Optioual4 provision of this Agreement is not ado¡ted by tho Parties to dris Agrcemcnt by a

7 bÞe4 print€d or l¡ildwitt€n indiøtíou, suoh provisìoo sh¿ll not foD a pa¡t of this Ägreeucot, æd ¡o bfcrcncc sh¿ll be -

8 made couæming thc itrtcnt of t¡e Pa¡tis in such evenU h tie event that æy "Altemalivd' provisiou of this .Agreemeot is not

9 so adoptcd by the Partis, Altcruatiye I h each such ist¿nca shall be dcçmcd to have b@[ adoptçd by $¡e Pa¡tics æ a ¡esult

lO of my such omissio¡. I¡ lhose cæes whe¡e it is itrdioaled tba¡ m Opt¡onal provisioa may Þo ued onty if a specifc Altemative

ll is seleçted: (D il el€ctíotr to jncluds said Optional provision shall not bc offectivc udess tùe Altemative h quction is s€lecteq

12 ànd (iD tÀe eleoriotr to iuclude sattt Optìonal provision must bo expr*sly indicalcd hereo!, it beiDg ude¡stood thaì thc

13 selçotion of m Altemal¡ve either expreslj' or by default æ pmvided ¡rcrcin shall Dot, in md of iGelf. ælstitutc u elcction to

14 include a¡ æsociated Optioual provision.

15 12.7 This Ageeoent slrall bhd the Pa¡tÍes in accordace Ìvitl 1¡e provisions lìereo4, md nothiog herein shall bo oouùued

16 or inte¡pretsd æ crealfug uy rights in ay person or etrtity not a sig¡atory hereto, o¡ âs being a stipulation in favor of æy

1? such peßon or ent¡ty.

18

19

z0

2l e--+a4Édgå€-{le_eq$t
22 sbs¡l€6È-+
23 HæiEg.¿#e
24 12.9 I¡ fic cy€trt Irtomal Reve¡ue Senioe rcgulatioDs require a mifom mcthod of cornputing tdable itrcoms by all

25PaÍi*,0achPõtyagFes1oaomputeudrcportincoDEtothehtemalRÞvetrueseryice@
26

27ØbæedonthoquætityofGætakenfo¡itsaccomtinacmrducewidr
28 such regulatioN, insofü I same relate to sales method t&Y couputatiou.

29 13. ASSIGNMENTANDRIGETSUPONASSIGNMDNT

30 13.1 Subjcct to tho provisiors of Sections 13, (if elecled) md 13.3 bereo{, md notwithstanding anything ia this Agreement

31 o¡ in the Opemtlng Ageement !o tlre coÁû-ary, if my Pdty æsigrs (includirg my sale, excbæge or other trersfsr) my of its

32 vorking inte¡st in úe Baluoing A¡ea when such PaÍy is m Underprcduced or Overprcduæd P4ty, the õsigment o¡ other

33 aqt of trasfer shall, insof¿r æ the Pqties hcreto're corcemed, includo all interEst of the æsígnbg or trrufenirg Puty in the

34 Gö, Blt rþ1s to ræeivo or obligatiobs to proyido or take Malcet4r Gæ ud all rights to rcceive or obligations to måke my

35 mo[etary payment which may ultimafely bo due hercuder, æ applicable, Operatof Ðd each 
'of the other Parties hercto shall

36 thereafrer trcat tbe âssiguent aacordingly, ud the assigning or Íæfenlng Party slìalt look solely to its asignec or odter

37 ü.¿Eferse for uy iotcßt in thc Gæ or moDetary payuìÞnt that suctr Pùty may have or to vhich it ruay bc entitled, ud sùall

38 cause ils ðsignce o¡ other taEferee to æsuDre its obligatiotr hercudcr.

39 13.2 Et (Opfional - Casì Settlemeût Ulon ÄssigtrÐeot) Notwitbstanding æything in this Agle€metrt (including but not

40 linited to the provisiols of Section 13.1 hcrcof) or Ín the OpemtÍng Ageemclt 1o the coDEary, ud subject to the provisions

4l of ,sectior¡ 13.3 hereo{, in the eyent e Overproducçd fatl iutcuds to sell, æs¡g!, *chæge or otte¡wiso bufer Ðy of its

42 ilteröt in a Balæcing Ae a, such Overproduæd Puty sbatl notiÛ in witing the ottø rvorking intorcst o$[ers who æ
43Pafti6heletoinsuchBalæcingAreaofsuolrfactriortocloSitrgthe
¡{4 ù-ffiaction. Tbereaftef, æy Underproduced Pa¡ty Eay dømd Êom such Overproduced Põty in writin5 withlr

days ater receipt of the Ovetproduced ?etys notice, a cash settlement of its45 fiftecn

46 Underproductior ûoar úe Balacing A¡a Tbo Opcrâtor shall be notified of ary. suoh demærl ud of ruy cæh scltleruent

47 pusumt to th¡s Seotjotr 13, ud ttre Overproductìon æd Undcrproduotìon of each Paty shall be adjusted aooordbgly' Aay cæh

48 settlmeot p6ùar! to tl¡is Section 13 stu.ll be paid by tbe Overprodræd Püty on o¡ befo¡o tho eulier to oæu¡ (i) of sixty (60)

49 days afrer receipt of the Underproduced Pury's dcmmd or (i.i) at tlle closing of tbe tn¡saction in whicl¡ tbc Overproduwd

50 Pdty sells, æsigns, exohugw o¡ othcsise Emfers its intcfest irl a Baluciug AJ€a on thc sus bæis æ olben'ise set folå in

5l Sections 7.3 through 7.6 heræf, md shall be{ ioter6t at tho mte set forth ir Sootion 7.7 bereot begimlng sixty (60) days

afrer tûe Overproduced ?ariry's sale, ðsiguDe¡q exchuge or tüsfe¡ of its intercst ür the Baleci¡g AIa for uy ærouts trot

paid. Provided, howevet, if my UtrdeIProduæd Puty doæ rot so dêm¿dd suoh cash settlcment of its Underproduotion tonr tho

Balmcing Arc4 suoh Underprodúced Prty sha.ll loolc exclusively to the æsiguee o¡ other suocæsor in interest of the

Overproduced Paty givitrg. notioo hereunder for thc satisfaction of such Underproduced ?49's Underproduction in accorda¡ce

with tbo provhioro ofSection 13.1 her€oi

13.3 T]¡e provisíots of this Seotion 13 sha¡l trot be applicablo in thc event ay Pãty mortgag6 its itrtercst or disposs of its

iûterest by merger,. roorguiztion, comolidatiou or salc of substantially all of its 'æsets to a subsidiary or pãent comlm}, or to

my compmy ¡tr wlich ary pacnt or subsidiary ofsucb Pilty o$Ds a majority ofthe s¡ock ofsuch 0oEpæy.
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EXEIBIT "N''

EQUAL EMPLO)NVIENT OPPORTUNITY ÄND
NON.DISCR]MINATION SUPPLEMENT

Attached hereto and made a part of tüat oertain Operating Agreement dated

June 1, 2014, by and between Bill Barrett Corporation, as Operator, aad Rheage Oil, LLC,
Deborah Spriggs, Timothy Ddver, PauI DÑer, as Non-Operators.

The tenn "Contactot'', as useal herein shall mean.the party desipated or acting as contaotor,

Operator or Seiler in the foregoing agreement, of which this suþplement is a part.

.t

During the perfonnalce ofthis conûact, Contactor agrees as follows:

1. The Contactor will not disc¡imilate against aay employee or applicant for employm.ent

because of race, color, r oligion, sex or national origb- Confuactor will take afftrnative action to

placos available to employees and applications for employmenÇ rotices to be provicled by the

contacting ofÉcer, setting fortl tlle prþvisions ofthis nondiscri¡rination clause-

2. The Contaotor will, in all solicítations or advertisements for employees plaoed by or on

behalf of the Contactor, state that a[ qualifred applicarts will receive consideratíon for
emplo¡anent wiîhout regard to race, color, religion, sex or trational origin.

3, The Contactor will send to each labor uuion or representativo of workers with which be

has a colleotive bargaìnírrg
by the agency contraoting
Contactor's commiûnents
aud shall post copies ofttre notics in conspicuous places available to employees and applicants

for emplolm.ent

4. The Contactor will comply with all provisions of Executive Order 11246 bf Soptember

24, l965,ardofdre rules, regulations and relovant orders oftlo Secretaiy oflabor.

5. The Contzctor will fumish all information and reports required by Executive Order

:l
a8
rules, regulations and orders,

6, 'Ie the eveut of Contaotor''s uoncompliance with tJre nou-dísoiimination olauses of this

conf¡act or with any of such rules, regulations or orders, this contact may be canceled, terminated

or suspeûded in whole ol in part, and the Conûactor may be declared ineligible for'further
Govemment conhacts in accorrlance with plocedules authorized in Executive Order 11246 of
September 24, 1965, or by rule, fegulation ot older of the Secretary of Labor, or as ofherwise

provided by law.

7. 'The Cont4ctor will include the prqvisions of paragraphs (1) tluough (7) iu'every
or orders oftho Seoretary of
September 24,1965, so +hat

r. The Contractot will take

the contacting agency may
o¡ nsnsgmFliance; plgvided,

however. that in the event the Couû'aotor becomes involved iq or is threatened witl, litigation

wi{r a subcontaotor or ventlot as a result of such di¡ection by the oontacting agenc¡ the

Conlzotor may iequost the Uníted States to enter into such litigation to protect the interests ofthe
United States.

Exlibit"F"
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Contractor achowledges that it inay be required to tile Staddard Fonn 100 (EEO-1)

promulgated jointly by tho Offrce of Federal Contact Cgmplianoo, tho Equal Employment
Opporhrnity Cornmissign aud Pla¡s fol Progress, within thirfy (30) days of tìe date of coutact
award cuÍentyeal orfilo such

other d r.¡nder Exe ended, and

Rules Cotrtractor it rnaY be

required to develop a written affirmative action compliatrce program as requited by the Rules and

Regulatious approvod by the Secreøry ofLabor uader.authodty ofExecutive Order 11246 and

supply tho other party or parties to the foregoing agreement with a copy ofsuch program ifthey
so tequest,

Contaotor certifies that it does not and will not maintain or provide for íts employees any

segregated facilities at any of its establishments, aud that it dòes not and will not pemit its
employees to perfonn their servicès at aay location, under its.contol, where segregated facilities
arimaintained. For this purpose it is uuderstood tlat the phiase "segregated facilities" includes

facilitios vJhioh alo in faot segregated on a basis of raco, color', religion, or national origil,
beoause of habi! local custom or otherwise. It is ñuftrer understood arid agreed fl1¿f m¿iafaining
or providing segregated facilities for its employees or permitting its employees to perform their
services at any locatíon under its contol whe¡e segregated facilities are maiutained is a violation
of tlre equal opportuaity clauso requi'ed by Executivo Ordet 17246 of September 24, 1965'

Contactor agrees to obtain siuila¡ oe¡tification Aoln its subcontactot prior to tle awald of
subconbact which arö not exempt from the provisions oftJre equal opportulity clause.
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E)CIIBIT "G"

Gas Marketing Àgreement

This _Gas Marketing Agreement ('Agreement') is between Bill Banett Corporation (refened to
herein as 'tsBC') and the undersigned owner (referred to herein as "Owner') of a working
interest in gas produced ûom wells producing from thg Coutact A¡ea cove¡ed by the Joint
Operating Agreement listed on Exhibit A (the "JOA') attached hereto a:rd incorporated herein by
this reference. The term "ConfuactÁrea" is defircd inthe JOA.

This Agreement ig subject to the ten¡s of the JOA governing the Owner's gas produced ftom the

wells producing from tho Contact Area covered by the JOA (the "Gas'). In accor{ance with the
terms of the JOA, BBC agrees to market Olvner's gross working interest share of Gas, subject to
the following terms and conditions:

(a) Subject to paragaph (h), BBC will ma¡ket Owner's sha¡e of
Gas stictly ou a reasonable effo¡ts basis. To the extent that BBC markets Owne¡'s
share of produotion, tå.at production shall be solil on tho same telns as BBC's share of
production ftom the same well(s) is sold. The price (ïlet Price") to be paid Owner for
all natural gas sold under this Agreemen! shall be the price BBC receivès from the sale

ofOwner's natrual gas production ('Gross Price"), less any applicable taxes, any fees

and costs deducted by the purchaser, and any fees and costs, including shipping
balanoing or other penalties of any kind, lrnless due to tle gross negligence of BBC,
gather or shipper, incuned by BBC for gathering, deþdration, processing, teating
conptessior, transportation, or other services incidentto such sale ancl associated firel
and lost a¡d ùnaocounted for gas. Owner hereby waives aay blaim it may have against

BBC retating to the sufficiency of the proceeds received by BBC for Owner's share of
nafural gas production or tho costs incu¡red in oonnection with the sale of O.¿tner's

sha¡e of natural gas production. Further, th9 Ou:rer acknowledges and agrees flat
BBC may ftom time to time enter into frnancial agreemêlts such'as hedges,.

derivatives or other sìmilar notional tuaruactions which shall not be considered in any

lryay as proceeds attibutable to Owner's production ftom the wetl(s). Owner
acknowledges a.n<l agrees ttrat BBC is under no obligation whatsoever undet the ten¡s.

of any ofler agreementto market'Owner's.Gas.

. (b) BBC will be responsible for.disbursing revenue payments to
Owner and Owner's royalty and overriding royaþ owners in the same manner as BBC
pays its owu bu¡dens and taxes with indenurifying division orders properþ executed

by such payees.. BBC's obligation to disburse revenue payments to and on behalf of
Or¡mer is expressly contingent on BBC's receþt of tevenues from the applicable
purchaser ofproduotion. BBC shall also be iesponsible for withholding and paying all
severaûce, conservation aqd ad valorem taxes ('Taxes"), Ad valorem taxes will bo

wittrheld. during the production month to be accrued and paid upon receipt of the tax

notice ftomthe appropriate taxing authority.

Ci In the event BBC does not possess sufEoient information to
enable it to identiS a¡d make payment of Owner's shæe of the royalties, ovenidíng
royalties, production payrnents and other payrr.ents ('Burdens"), Owuer agrees to
fl¡mish such fuformadon, inoluding nr-es, addresses, tax ID numbers, decimal

intorost, pâyrrent inforrnation, title opinions, settlement agreements ifapplicable, and

Owner fiuther agrees that BBC uray retain Owner's worlcing interest revenue, without
intores! until suoh information is furnished to BBC. Owner shall be responsible for
any additional amounts. owed on its share of production by virhre of specific lease or
otúer contactual provisions or lègal requirements. BBC malces no represeirtation är

wa¡ranty of any kínd regarding its method of paymeut of Taxes a¡d Burdens a:rd sha!
not be liable to Owner for any claims relating to suph method; BBC will make
payment to Owner for Owner's net revenue interest in the proceeds less the deductions

described in paragraph (a) and less any Taxes and Burdens paid on behalf of Owner.
BBC has no obligation to mako any payments to or on behalf of Orvner u¡less and
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until SBC has been paid for Owner's share of production and BBC shall have no
liability to owner in tl.e eveut any third-party fails to pay BBC for Otryner's share of
production.

(d) BBC DOES NOT TNTEND TO ASSTIME LTABILITY FOR
OWNER'S BURDENS OR ANY OTIIER LEASE OBLIGATIONS'AND NOTTIING
IN THIS AGREEME. NT, INCLUDINq BUT NOT LIMiTED TO,
DISBURSEMENT OF TÆGS AND ROYAITIES BY BBC SHALL BE
CONSTRUED AS ANASSUMPTION BY BBC OF SUCH LIABILITIES.

(e) No revenue payment shall be disbursed to Ownet if Owner is
not cunent on paym.ent to BBC of its share of the Joint Úrterest Billings for any JOA
well(s) located on tho Lands or auy other well óperated by BBC in which Owner ow¡s
a working interest; and Owner hereby autlorizes BBC to witbhold from production
revenues otlerwise due Owner tl,ose amounts representi:rg Ownet's delinquent Joini
lrterest Billing, plus interest as provided in the applicable JOA. This withholding is in
addition to atl other rights and re¡iedies available to BBC undei the applicable JOA or
bylaw.

. (Ð BBC shall remit to Orryner tl.e net próàeeds amount due Owner
by check on or before the twenly-fifth (256) day of the calenda¡ month following tÏe
month in which BBC receives payment fherefore. However, the parties agree that
should the amount due for any month's production be less than $100.00, BBC may
withhold payment of the amount due r:ntil tÍ.e subsequent montÏ's pa¡rrrent cyole.

BBC shall be entitled to continue witbholding payrnent for amountg.duo herounder

until tl.e pumulative amount due for gas pwchased hereunder shall equal or exceed

$100.00. If Buyer resticts the receipt of Seller's Gas into a Gafhering System or the
Plant at any time, then Buyer agrees to accept Gas ratably fiom all Receipt Points
delivering Gas to the affected portion of the Gathering System based ou the volumes
of Gas available for delivery at such Receþt Points, subject to any limitations imFosed

by Applicâble Laws.

(g) This Agreement shall apply only to the extent that capacity in
existing pipelines, and the'capacity of the purohaser to purchase aud rrceivo gæ, is
sufñcient to accoru¡odate ttre gas volumes of both BBC and Owner. Ot'ner
aclarowledges that BBC is acting as agent for the marketing of Owner's shæe of Gas

production and is not acting in the capacity of a purchaser.or hansporler.

(h) Owner hereby appoints BBC as its agent authorizeil to transfer
title for all Gas sold to purchaser for the benefit of Owner pursuant to terms of this

Agreement,

(i) . Owner agreos to indernaiff and hold BBC harmlbss from antl

againsl any and all claims æising out of the sale of Owner's Gas, ttre deduction of fees

anil charges, ald/or the disbursemeut of revenues hereunder, including without
limitafioq any claims from Owner's royalty and overtiding royalty owner's and/or tax
authorities. Owner hereby delegates to BBC tle authority to séttle any such

assessment, claim or demand on behalf of both BBC and Owne¡.

0) Eittrer party may Jerminate this Agreement upon tbirty (30) days

advance written notice to the other party. If eithet party terminates tbis.Agrèement, such

termination shall not affect any other a$eement between thê parties, including the JOA o:t

any terrirs thereof, or the terms of any Gas Pu¡chase Agreemeût or Gas Transport Agreement
to which such party's Gas has been committed prior to the effeotive date of such

ten¡jnation. If imbala¡ces occur as a result of a party's terminating this Agreement or as a

result of pipeline oapaoity constaints or for any other regson, such imbalances shall be
têated in the same manner as imbalances r:nder the Gas Balancilg Agreement attached as

Exhibit "E" to the JOA.
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(k) This egreement is binding upo4 ?md shall inu¡e to the benefit of
the parties themselves, as well as their respeotive representatives, successors, pennittecl

¿gsigns, hefus and estates.

Executecl on this 

- 

day of 2015,to be effeotive as of the ûrst day of
protluction on the aforementioned well.

Bill B auett Corporation

By:
Mitchell J. Roneau
Vice President- Lantl

ACCEPTED AI{D AGREED BY TI{E IJNDBRSIGNED WORKING INTEREST OWNER:

Name of Working Intèrest Or¡¿nor:

Signatrue of Working Interest Owner:
Capaoþ ortitle of signingparty:
D¿ite:

By:

Address of V/orlcing Intarest Owner:
Tax I.D. Number:
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MarketingAgreement
ExhibitA

Gæ Mmketing Agreement - Associated JOA(s)

That oertain Joint Operating Agreenent dated June 1,2014 covering tho following describecl
confuaot a¡ea:

Townshir¡ 2 South. Ranee 2 East. U.S.M,
Section 17: W2NW4
Section 18: Al,L
(Contaíning 704.40 acres, more or less)

Wtrichlands a¡e looatsd inUintah County, Utah
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AAPL-FORM61ORS- 1989 ,

r MoDr¡,roRMREeSiSt¡i\ë'sIrppLEMElrrro
2 OPERATING À.GREEMENT AND FINANCING STÀ'IEMENT

3 TIIIS AGREEMENI, entered into by æd betwecn Bill Barrett Corooration -

4 hsreiuafter ¡efened to æ "OpeElor," æd írc sigDatory pdty or parti€s otber lhm Opelator, hereimfrer refered to
5 iDdividually ð l.Ior.Opcrator," æd collrctivcly æ'l.lorÐperators."

6 \ryIIEREAS, thc parties to this ägr€ement õe oMcF of Oil æd Gæ Leæes od./or Oil ud Gæ I¡te¡ests io the læd

7 identified in Exlìibit ' A' (said lmd, Leæes ud l¡terests beilg he¡eiDanor ca.lled the "Co¡tact Æea'), æd in uy instarce in

8 vhich ths Iæroes or Inter6ts of a püty 4e ¡ot of record, tbe ¡eco¡d omer od t[e pilty bereto that ovro tfie intcrct or

9 rigåts thereùr uerefleotid onExúibit"A';
l0 WHEREÀS, tlæ parties hcftto haye executed a QpeÉtüìg Agreemeqt dated Junc 1.2014

11 (hcrein tlc "Operating Agreenent), covering tle Contract A¡ea for the purpose of explorbg ud developing such lmds,

12 Løcs ud Iote¡ests for Oil md Gæ; md
13 WI{EREAS, tÀe partiæ hereto hav6 executed this agrcenent for lhe purpose of impafing roticc to all pcrsom of thc

14 ¡ights md obligatioß of 1¡e parti$ uder tl¡e Operaliûg AgresEeût æd for ùe fruther pupose of lorfecting thos€ rights

15 capableofpcrfection.

f6 NO\y, THEREFORE, ir coroide¡atioq ofü¡s munral rigits æd obligations ofthc partiw hereto, it is agrccd æ foUovs:

11 l. This agreeøot suppleaeois the Oleratiag AgreenenL vtrich Agreement ín its entirety is incorporated herein by

18 referenæ, md all tems usedho¡ein shall l¡aye thc mruing æoribed to them in the Operating A$eeneDL

19 2. Ibepartiosdohorebyagreethal;

20 A- Tho Oil Ðd Gõ Leöes md/or Oit üd Gæ hte¡csts of the partis compr¡sing t[o Conhact A¡ca shall bo subjcct

2l to æd burdensd w¡th thc tem æd proyisioDs of this a$cenetrt.md thc oporathg AgrceDent, æd the parties do

22 hereby comit such Leö6 üd Iotgrsb to the perfomæoe thercof,

23 B. The ÐeloRtion ad development of tl¡e Contræt Arca for Oil ild Gæ shalL be govemed by thc tems utl
74 provis¡ons oft¡e OperatingAgreemeot, ö supplemented by this agrecmenl

25 C. All costs md líabilities inoued in operatiom udcr ttris agræmmt ud tlc Opemtiug AgroçEcnt sltall be bome

26 a¡d paid, æd all €quipment md materials acquired in operations on the Cotrtract A¡æ shall be owned, by tle pafiics

Z7 tereto, æ providcd Ín the Operating Agreement,

28 D, Regudless of the record title omeahÌp to the Oil æd Gæ Lrus dnd/o¡ Oil üd Gð Inte¡ests idertificd on

29 Exhibit "4," all production of Oil and Gæ Êon the CoDtract Area slall be ov.ned by the pafies ß provided itr thc

30 Opemthg Agreement; proyided ùotåing cotrtailed ¡n úds agreoHeDt shalt be demed il ösigEeDt or cross-æsig¡mcût

3l ofinlerests covered heroby.

32 E, Each paþr shall pay or deliver, or caue to bo paid o¡ delivered, all budeu on its shfic of tbe produdon Êom tho

31 CoûtractÁreaõprcvjdcdintheOpemtingAgrcemeut

34 F. An oveniding royalty, productioD payDeDt, rct profits íÂtse5t or ot¡er bü¡deÂ payable out of produôtion hercaffer

35 orËted, æsigÂments of production given as secuity for the pa¡m.ent of morcy dd Ûrose oveniding royaltic, production

36 pa){nents ild o:tler budero payable out.ofproductiou heretoforc created md defined ö Subsequetrtly Creatçd I¡terests

37 ia tlo Operating Agreement shal te (i) borae solely by the pafy whoso interest ís budcucd tluewitl¡ (i) subjcct to

38 supension if a paty is required to æsigl or relinquish to æolhor pafty u i[terest wbich is subjcot 1o suoh burdel, md

39 (üi) subject to lhe lien ed sccuity itrtcrGt herehafter provided if the party subjeot to such buder fails to pay its shee

40 of expeDses chugeablg bereud€r æd.utrdcr thc O¡cratiug Agrcemcn! all upon tho tcrns aüd provisions md in flie
4I liDes md mmer Fovided by 1åo Opcmting Agrepmenl

42 G. The Oil ed Gæ Leases md/or Oil ad Cù Intor6ts vhich ua subject hercto nay uot be æsigned or tra¡sfered

43 except in acoordmæ with thoso têm, proyis¡ons æd resbictions in the Openting Agreement regulatirg sucl¡ û-&sfers,

44 Thís agreemeot ad the Openting Agreemeût shall be binding uporr md shall inue to the ben€f¡t of the püties ¡ereto,

45 md their respeotlve heis, devisees, legal reprweutativ*, æd æigns, æd Î¡E temrs he¡eof sball be deemed to uwidr
46 the leôes or iûlerests iÂcluded within tjre lcæe Conbaot Area

47 H. The partÍvs shall l¡avo tbe ríght to acquire m iÂterest in rencwal, extensiou md replæement l%6, .leæes

48 proposed to be suendered, v€lls propos€d to be abmdoned 4d i¡torests to be rclinquished æ a ¡esult of Dotr-

49 particþation ín subsequcnt operations, all in accorduce rih tlie tems ærl provisions ofthe Operating Agrecment.

50 L Tbe rights ail obligatioro of tlre ¡artiæ æd the adjustmeût of interests uong tfiem in the evént of a failu¡o or

5l loss of title, eaoh püty's right to propose oporations, obligations w¡th rcspcct to partioþation in opentioos on the

52 Cotrtract AJea mil the comequenoes of a failure to particÞate in opemtions, the rithts md obligatioro of the patiæ

53 rcgading tho Eilketing of produotion, dd tho rigbts ild ¡emediæ of the pafiies for failuo to comply with fuucial
54 obligations shall be æ provlded in lhe Operatiog AgreeD€nL

55 J. Each püty's iqterest uder this sgrecEeff æd uidcr tüo Opcnting AgIeenent slral[ bo subject to relinqurshmetrt

56 for its failm to partioþate in subsequent opera{om æd each puty's share of production æd msts shall bo ¡callooated

57 ol the bæis ofsuch relinqu¡shmeú, all upon the tentrs üd provisio¡s provided inthe OpemtbgAgrccmeDl

58 K ¡{ll othe¡ matters witlt rcspect to exploEtion æd dcvelopment of thc Coûtsaot A¡ea md the orvneship md

59 füsfer of the oil md Gæ Leæes æd/or Oil æd Gas lolerest thc¡ein shall bo govened by the tenns and prov¡sions of
60 the OperatingAgræúeot.

61 3, The parties lereby grmt reciprocal lier ud secuity intercsts âs follous:

62 À Each püty gruls to t¡e other parties hereto a lien upou üy ioterest it now oMs or hercafter acquires in Oil md

63 Gd Leões æd oil ad Gæ Inlerestr in tho Cotrtraot Are4 md a secuig iDterðt æd/o¡ puobæo uoney søouþ

64 inter6t itr ily hter6t ít low owls or fie-reafter acqgires in the penonal property nd fixtruss on or uscd o¡ obt¡ined

65 for uo iu comectior therewíú, to seouro perfomæce of all of its obligations uder this agreøncnt md the OpeÉtilg

66 Agreemetrt including bú Ãot ¡inited to paymeot of expeuc, interæt'æd.fees, tho proper disbusement of all monies

67 paid uder úis agræment ad die Operatiag Agræment, the æsígmeat or relinquishmeot of hte(est i( Oil üid Gð

68 lÆæes æ rcquircd udcr tbis agreemcnt ud thc Opentiog Agle€ocnt, ad the proper perfommæ of op€r¿tions udcr
69 thÍs agreemeut and the Opemting AgreenìeDl Such lien æd seouiÈy interest gluted ùy each pdty hereto shall i¡cluds

7O such prty's loochold interests, worldng inte¡ests, ope¡afu¡g ¡igbts, md royalty ud ovcniding roya¡ty interesls i[ the

7l Coqt¡'¿ct Area oow owued or hercafter acquircd md il luds pooled or uitiæd thercwjth or otheruiso beooming subj€ct

72 to this agrecment and the OperatÌng Agrcemen! thc Oil a¡d Gas \ì,hcn extaoted thereÊom md equipmoDt situated

73 thc¡eon or used or obtained for usc iq comection thercwitlì (including rviùout limitatiorf alt wells, tools, md tubular

74 goods), riad accouts (iucludirg, witJlout linitatiotr, accomts rising ûonr 'tho sale of produolion at thc wcllhead),

1-



AAPL-FORM 61ORS . 1989

1 cortract dgbts, inventory md gereral inÞngibles relating tboreto or uising therefÌorq üd alt lroæeds ad produols of
2 theforegoing.

3 B. Each prty repÉseDts and wuæts to the otler parties hercto úat the lien ud secuity bteræt gmtcrl by such

4 puty to the othcr parties sbalt bc a fi¡st nd prior lieo, md each party hereby agæs to naiot¿in tbe priolity of said lien

5 md secu¡ity intercst agaißt a[ persons acquiriog m iutc¡st ín Oil æd G6 Leðes æd IntÊr€sts covercd by this

6 agreelnetrt md the Opsßting Agreeoeut by, tluough or urder such party. All putics acquiring il i¡tcrct ir Oil æd

7 Gæ LHs ud Oil æd Gæ Interñts covered by this agreeuent æd the Operating Agreellent, whethcr by 6sig0ment,

8 merger, noitgage, opemtiotr of law,'or otheruisq shalt bc deemcd to havo takcs subject to the lien md secuity iatcrest

9 $dted by the Opeiating Ag:eement Ðd this instrureÃt æ to all obligations atûibutable 10 such bterest uder this

I 0 agreemeil æd the Opemling Àgrcemcnt rvhether or not such obligations uiso before or aîcr such interct is acquired

ll C. To the exteDt thal the parties havo a secuity iûler6t uder fre Unifon Come¡oial Code of ûrc statc in w¡ich
L2 t¡e Conùact Area is situaæd, they shatl be entitled to exerciss the righls æd rcmedíæ of a sccucd pãty udsr t¡e Codc.

13 The bringing of a suit ad tho obtaiuirg of judgmcnt by a püty fo¡ tbc secued ì¡debted¡oss shall Dot be dæmed æ
L4 eleotion gf remcdies or othe¡wíse affeot t[e üe¡r r¡gbts or secuity inlerest ð secuity foi the paymeot the¡eof ]n

15 additiorl upon default by æy pãty in tlo palment of its sbæ of oxperees, itrtÊrst or fe6, or upoû rlc improper use of
t6 ñuds by the Operâtor, the other parties shall l¡ave tfie r¡ghq, without prejudice to otl¡er rights or lemedies, fo collcct

77 ûom the puchaser the prcoeeds ûom tle sale of such defeultiDd pilty's shüo of Oil æd Gæ util 1!e uout owed by
18 such pdty, plus inter6t, hæ been receivcd, ald sball have the right to ofset the mout owed against lhe proceeds ûom

19 the sale of such dcfaulti¡g pùty's shãe of Oil dd Gæ. All puchæers of productíon may rely oÃ ; notiÍcation of defaùlt

20 from the ron-dcfaulting põty or parties stating thc erout duo æ a rcsult of the defaull od all partÍes wai\þ my
21 - rccouße available agaÌnst puchæers for releæing prcduction proceeds æ provided iu tllis paagmpfi.

22 D, If uy paty fails to pay its shæ of e4peroes witbin one hudrcd-twc¡ty (120) days aic¡ reqdition of a statmetrt
23 thcrefor by Opemto¡ the rcn-dcfaulting parties, inoluding Opentor, shall, upon reqùst by Operator, pay the mpald
2+ âmout iû thc proportiou that tle iutcrest of eaoh such püty bcõ to thc hterest of a.ll such pdtics. The ærout paid

25 by eaoh põty so paying its sbüe of thc M. paid mout sball bo secu¡ed by the lieus md secuity rights dqcribed i¡ this

26 pmgmph 3 æd in ths opcratiDg Ag¡eçEenL od eaclì .paying púy may hdependent¡y plNc ily remcdy aùailable

27 ' mder t¡e Operatilg Agreement or otbcRise

28 B. If ary pdty doss lot porfomr all of its obligatiom uder this agleemçDt or thc Opcratiug Agreemeo! md tbe

29 failure to perfom subjects such paly to foreolosuo or exeoutior proceediogs pusuut to the provisions of dús

30 agr€emelt or tbe Operati.g AgrmrcÂt, to the sxteDt allowed by goveming law, the defaulting party vaiv6 ey
3l available right of redenptiotr from and aîer tåe date of judgmen! uy required valuation or appr¿iseúsût of the

32 mortgaged o¡ seoued p¡operty prior to sale, my ayailabla dg¡t to stay exsculioÂ or to rcquíre a mshallilg of æsets

33 ed uy required bond in tbe eveut.a receiyer is appointed. Ír addition, to he cxleot pem:ited by apptioable law, eaoh

34 party hcreby getr to tbe otLer parties a power of sale âs to ãy propely that is subjcot to the lien æd secuity rigbts

35 gmtcd bersudor or uder the Opormbg Ageeorcnt, such powor to bo exercised in tbe ma¡ner provided by applioable

36 law o¡ otl¡cvise in a ærnmercially reæonable nmet mrf upon reaso¡able notice,

37 F. Ilto lien æd s€cuity Ítrterst grut€d in thiq pamgmph 3 supplemetrts ideDtical dghls g¡mted uder thq\38 OpentingAgreemenl

39 Q. To thc exteut pemitted by applicable law, Nonopmtors agee that Operator may invoke or utilizc the

40 ltreoha¡os¡ or Ealerialmen's lietr law of úe state in vhich Lbe Conkaot A¡ea is situated n order to seoure tLe payment

41 to Opera¡or of my sm duc urder this agrecment dd úe Opemling Agrèenrent for seryim pcrfomcd or materials

A supplied by OpeÉtor,

43 IL Tbc aboyc dncribcd sccuity will be finmced at lhe rilellbead of fre well or wells localcd otr thc Cont¡act Area ud
44 tlis Rsrcrding Suppleuent nray be filed in the lud ¡ecords in the Comty of Pafish itr ì{rich dro ContÉct Area is

45 locate4 and as a fi¡ancing statoment itr all recordhg ofü6 required uder tle Unifom Coømercial Code o¡ othcr

46 applicabla stats sbtutes to pcrfcct thc abovc-dßcribed sccuþ interesl-æd my p{ty hereto may file a contiuuation

47 statcnent ð treæssary urde¡ the Unifom Comercial Codq or oftcr s{at€ laws,

48 4. This agreemetrt shall ùe effective ð of tbo dato of tbo Operatbg Agreemebt æ aboye recitsd. Upon teminatlon of
49 this agreement æd the Operating Agreeme¡t and tho satisfact¡on of a.ll obligatiols therouudor, Operator is autho¡iæd fo fle
50 of ¡ecord i¡ all necessary recording offices a notice of temínatioo, and each p{ty heæto agræs lo execute such s trotice of
51 lemiu*ion æ to OpçBtor's intresq upotr 1åe requat of Operator, if Operdlor [æ complied with all of ¡ts fiìæcia.l

52 obligations.

53 5. This agreeøsnt æd the Opcrating Agreeruent shall be biading upon æd sta.Jl inuc to the beuefrt of the parties

54 he¡eto md their ræpectii,e hein, devísæs, Iegal reprcentatives, sucæssoñ md æsigns. No sale, encurbmce, lrrufer or

55 odrer disposition sh¡ll be madc by uy party of æy interest ir tho Leæs or hterests subjæt hereto exæpt as exp¡essly

56 pem¡tted uder û¡e Operating AgrcoEetrt æd, if pemil.ed, sha.ll bs made expr6sly sübjæt to tlfs agrecnçnt æd t¡o
57 Opemting Agrecmeut md wiúout prejudico to the rights of fho other partic. If tha t¡æsfcr is pemitted¡ flre rosignee of m
58 oM€rsl¡ip interest in æy Oi.l ud Gæ Lcæc shall bo dceocd a püty to this ¿græmcnt ud tfie OpçEting Agcemert æ to

59 the htsrct ass¡gued Aom md ater the efective datð of the hrosfer of owneship; provided, however, tlræ tba other ¡artiæ
60 shall uot be required to rccognize any such salg oooubrmæ, t¡æsfs or othcr dis¡osition for my purposa bereuudef uilil
61 thify (30) days aîer they havc rrceivcd a copy of thc hsbueDt of trrufe¡ or oflrcr satisfactory evidenæ thereof iÃ wititrg

62 ûom tlle trusfôror or husferee. No 6s¡güDcnt or other dispositiotr of intemt by a päty shall ¡elìeve such pilty of
63 obligations prcv.lously incmed by such party mder thjs sgrcement or the Opemting AgÌeenrent víth respect to tlrc hterst
64 fmfened, lncludiog without tinitatiodL the obligat¡otr of a party to pay a.lt costs attributable to 4 opeEtion oonduoted under

65 li" agreement and the Operating AgreeDent in whioh such püty bas ageed to partioilato prior to Dlaking such æsigirmenl

66 æd tbc lien md seouity interöt grutcd by Article VILB. of the Openting Agreeucnt ud hereby shall co¡ti¡uo to buden

67 ürà i¡terest hrufened to secue payüetrt of my such obligatiols.

68 6. In tbe eveot of a conûiot bstwsen the tems ud provisions of this agreenretrt ild tho tetr ad provisioro of the

69 OleratiDgAgfeemetrt, then, æ betr een drd parties, tbe tem æd proyisíors of the Operatiog Agreement sha.ll conEol.

'10 7, ThÍs agrecment shall be binding upon eaoh Nou-Operator when thís agreeEçnt or a couterpart thereof Áæ bccn

7l executed by such Non-Operalor ard Operalor rotwitlutandiog tbat this agreemo¡t is ¡ot the¡ or thercafrcr executcd by all of
'12 lhc parti* to wbich it is tendercd or lrhich tré listcd on Þxhibit ",af' æ owning aq inferest ín the ConFact Area or whioh

'13 om, in facl m inte¡st itr tho Cotrtact Arca. Iri ths eycdt tl¡at my provision hercin is illegal or uclforceablc, lhe

14 remaining provisíotu shall. trot be affectcd, æd shall be cnforced æ if the illegal or unenfo¡ccalle proyisiotr di( trot apper herein,

. -2-
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8. Otherprovìsions.

Bill Barrett Corooration . who has p¡eparcd and circdated this form for execution, represents a¡d waÍmts
tJrat the fonn was printed Aom md, with the exception(s) listed below, is identical to tlìe A.APL Form 610RS-1989 Modol
Form Recording Supplement to Operating Agreenent and Fínaoing Statemon! as published in computerized form by
For$s On-A-Disk, Inc. No changes, alleralions, or modifications, other tha¡ ttrosc made by sûiketfuough a¡cVor insertion
andtbatarecleulyrecognizbleaschaagesin,A¡ticles asameniledtherein .havebee¡madetd,ttreforo.

IN MINESS WHEREOF, tlús agrecme[t shall bc effective æ of fhc 1'r day df Junc
yæ 2014 .

ATIEST ORIilTINESS: OPEIITITOR
ßill Brrrctt Coroor¡tion

M¡f.h.ll -r Rênqu
TJpe orPrintNâEG

Addr€ss: 1099 18th Strcct SuÌte 2300. Dcnver CO80202

ÀTTEST ORWTTNDSS: NON-OPER.ÂTORS

lype or PrintNaEe
Tile:
Date:

ATIEST'OR WTINESS¡

Type or PdBtNaEB

Date:

Add¡ess:

ATTTST ORII,ITNESS:

rylcorPritrtNue
Title:

Add¡sss:

ATTDST OR'|YITMSS:

Title:

Dale:

B),:

By:

By:

By:

J

Typs or PrintName



ACKNOWT,EDGMENTS

STATBOFCOLORADO
CITYAND
COUNTYOFDENVER

The forogoing inskument was acknowledged before mo tJlis _ day of 2015, by
Mitch.ell J. Reneau as Vico Presiclent - Land, of Bill Barrett Corporation, onbehalf of said oorporation.

\Mitness my haud and ofEoial seal.

(SEAL)
(NOTARY?rrBLIC)

MY Commission Expires:

STATBOF

COUNTYOF

)
)$
)

)
)$
)

The foregoiug instument was aoloowledged before mo thís _ day of
by on behalf of'said compariy.

'Witoeôs my haud and ofEoial seal.

2015,

(NOTARYPUBLTC)
My Cornmission Elpires:_(SEAL)

STATEOF
$

COIJNTYOF

by
The foregoing iusüument lyas aoknowledged before me. this _ day of 2075,

on behalf of said compary.

Witness my hand ancl ofEcial soal.

. (NOTARYPTELTC)
My Commission Expilos:_(sEAr)



ACKNOWLEDGEMENTS

STATEOF

COUNTYOF

ïro foregoiug instumeut was aoknowledged before me this _ day of
by on behalf of said compalry.

Witness my hand aud of6.cial seal.

$

2015,

(sEAL)

STATE OF

COUNTY
$

(NOTÀRYPUBLIC)
My CoruissionExpires:

2075,The foregoing instumont was acknowledged bsfore me this _ day of
by as of
, onbehalf of said company.

Witness my hand and ofEcial seal.

(sEAL)
ororARYPr]BLrc)

My Comnissiotr Expires:_



CERTIFICATE OF SERVICE

I hereby certify that 2015,I caused a true and

correct copy of the foregoing Proposed Findings of Fact, Conclusions of l,aw and Order,
with attached joint operating agreement, to be mailed, postage pre-paid, and sent

electronically to the following:

John Robinson, Jr., Esq.
Steven F. Alder, Esq.
Assistant Attorneys General
Attorneys for the Division of Oil, Gas

and Mining
1594 West North Temple, Suite 300
P.O. Box 145801
Salt Lake City, Utah 84114-5801
E-mail: irobinson@utah. gov

stevealder@utah.eov

Fredric J. Donaldson, Esq.
Assistant Attorney General
Attorney for the lJtah Department of
Transportation and fltah Division of
Forestry, F'ire and State Lands
1594 \ù/est North Temple, Suite 300
P.O. Box 145801

Sait Lake City, Utah 84114-5801
E-mail : frçdd9¡¿!&e!@u!qb.eqy

Michael S. Johnson, Esq.
Assistant Attorney General
Attorney for the Board of Oil, Gas

and Mining
1594 V/est North Temple, Suite 300
P.O. Box 145801

Salt Lake City, Utah 84114-5801
E-mail: mikejohnson@utah. gov

M Esq

1000.43
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